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Dickstein Pressured CBS . . . Leonard Garment, David Shapiro, and 
Seymour Gfanzer, three senior partners at D.C/s Dickstein, Shapiro & Morin, 
made repeated calls to CBS producers and net- 
work executives last week in an unsuccessful ef- 
fort to kill a CBS News report that was highly 
critical of the firm. The story involved Dick- 
stein s representation of D.C.-based Inslaw Inc., 
a client dropped by Dickstein, allegedly because 
of Justice Department pressure. The story also 
aired Inslaw’s charge that Dickstein fired Leigh 
Ratiner. the lead counsel in Inslaw's suit against 
the department. “They were threatening in the 
v* a v Washington lobbyists threaten, says 
Martin’ Kotighan. the CBS producer who 
worked on the scathing two-part report. Garment 
ads'Qwledges he made several calls about the 
report but claims he was only clarifying his own 
statements. Garment 



Leonard 

What I sa 


wanted to quote him as denving Insiaw s allegations, 
oaloney, and there’s a difference,*’ Garment says. Dickstein partners say they 
canrotrespond in further detail to InslaWs allegations as long as they are bound by 

attorney-client privilege. 
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BUSINESS & INDUSTRY SECTION 


Big Break 


Headache 


I 





Justice Dept., 


Up in Bankruptcy Court 







di Jensen and his longtime ac- 
niartcc Ed Meese, had a plan 
that if Mecsc became attorney gen- 
they would install Promis 
soft -are in every litigation office 
:n the Justice Department and 
award a "sweetheart contract** to 
• heir friends. An investigation by 
the General Accounting Office o 
Congress found no such relation- 
ship with Inslaw. 

: one could have conceived 
Aa I they were going to steal the 
software from us,** Hamilton said. 

^ her. the Justice Department 
faticr took the software and then 
"a led to pay the bills. Inslaw 
med to the bankruptcy court 
r help and eventually sued the 
Justice Department. 

Judge George Bason Jr. of the 
lakruptcy Court for the District 
of Columbia finally sorted the 
whole thing out and found that 






INSLAW’S RUN-IN WITH U.S. JUSTICE DEPARTM 




Irtihw plant V* market •nhonced portion 
Justice faparirmnt dppwrj not to object 



grvn i r 



Irnlow provides justice Department with rtqt 
programs and documentation. Hadron Cho *rrr. 
alleged ty effort to bay Inslow, 
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1,000 poyn 
detfvtrs pro 


J* . af 


1985 


tic* Deportment termuictes Insiaw's t 
branches. Inslaw filet tor bankruptcy 



* * f A* e* +* * 


January 



judge Baton awards Intlaw $6.8 rmtUon in 
active been ting feet and % \ million in legal 


the Justice Department acted “in 
bad faith, vexatiousiy, in wanton 
disregard of the law and of the 
facts, and for oppressive rea- 
sons — to drive lnsiaw out of busi- 
ness and to convert, by trickery, 
fraud and deceit, Inslaw*s Promis 
software.’* 

He eventually awarded Inslaw 
$6.8 million in licensing fees plus 
about $1 million in legal fees. 

Bason described the situation as 




alogous to “tl 
who has put in 




a 



of a car. . . . The dealer 
im 









agrees to test drive, 
tice Department] has c 
case is to dn ve off with 
the-Hne model, while i 
ther to accept the lesser 
BIG BREAK, Page 
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plans to market enhanced versio of Promis 


Department appears not to object 
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programs and documentation, ffodron Chairman 


allegedly offers to buy 


stice 


4 a 


r 3 * 

t * * . * 


poyawnt W5j 


‘-JH* 






Slnildw-itid <Wv«n projrona^ 


Department te minates Inslaw's contract 


brandies. Inslaw files tor bankruptcy 
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my lot the better model" 
mcr*iew t Bam sard. **| guess one 
"**> be that people need to be 
*W» dealing With the federal gov* 
* • *<*re( toaay that .** 

KM win rcappotnt men l after 
lovlaw cur and hu been unemployed 
c January, hen ulod if he had any 
Kgicti, he ad, **I iiefmitely do regret |ov> 

**S m ) M>, but I don't have any regrets 
•txjut the decision I rendered " 

CKer a penod of Imk. a lout of three 
ytrttopaM* loat their fob*. 

^ ** w tangled that even now 

Ae Justice Department calls the case 
'most complex “ As might be expected, the 
Scfwnment a appealing Bason's ruling. 

A US Senate subcommittee u now tak 
mt depositions and laying the groundwork 
k< an investigation 


the 74 .mailer off***, which Had »*** 

IJOOW a month in rev* 
wo far Inalaw H« iiu 


n * »« tune, the Justice 

Department had withheld nearly $1 77 

nullton in payment* to Inslaw Theeompa- 
ny declared bankruptcy later that month* 
According to Bason's ruling, the Justioe 
Depnrtmcnt—not conical with acquiring 
the software wit hoof paying for it » triad to 
liquidate the company* pr^na. . 
trustee to change Inalaw's starua from a 
Chapter 1 1 bankruptcy to a Chapter 7 ho 
uidatfau, 



In *717 tha iM nation attracted the 
attention of S**. Chmiopher Dodd ^ 

<04Umm ), Dodd 

"Sen Dodd . . at first figured that it 
a bureaucrat out of coot r J t m 

ms a a ge merit problem, and then 4m- 
mused that m was a lot more tcnoui than 
that, and dooded to get the Senate Snboom- 
■uitce (on InvestigatKmsI u> take 
«*d one Senate ataffeT^ * 

Sam Nuiu chairman rf 

tly: Permanent Subcommittee an tnvmo- 



uJZL s Wocacyt, 

liMJNf « ako now reoavtag hunhag 

£2 £** u *p wi m ***** toosn 

u^oufjracn.t COSU.B 


La the Ikfcmninx. 

The odyssey began m March of IVB2 
•hen the Executive Office of U S. Atlor- 
aevs (BOUSA) entered into a $10 million 
contract with Inslaw to install a mimeom* 
version of Invlaw'v Promo salt ware 
**e%«faped on DEC* VAX J2*bit aich.tec- 
m 20 of the U.S. attorneys’ larger 
-•dice* and a word processing version in 74 
af the smaller offices 

One month later. 1 nsiaw notified the Jus* 
Bvc Department of its intention to market 
uii enhanced release of its software, devel- 
oped under private funding, for which it 
dawned proprietary rights 

Unck Brewer, a fired employee of Inslaw 
a ho had taken a position as InsUw project 
uaaagcr for the Justice Department, pro- 
vested that Inslaw d*i not have proprietary 
rights to (be software. 

Insiaw's Hamilton described the events 
mef the next months as a “spontaneous 
eruption of unrelated contract disputes " 

Tl«oc “were used as a pretext for with* 
folding millions of dollars in order to force 
n into bankruptcy and [to force 1 the auc- 
(sju of our software so that it could be 
j-ur chased by another company that could 
tnen contract with the Department (of Jus 
t*cc j,“ he said 

In November 1982, InsUw received a 
demand from Peter Valiuicks, a Contract 
jficn mkI Brewer's employee at EOUSa, 
tUiming that the Justice Department had 
ike rights to the enhanced version of 
Promts 

Eventually— in April 1 983— as a “tem* 
purar> acooniimalation,” luslaw agreed to 
guajify the original contract and provide 

the software 

Hamilton alleged that in that same 
«>utuh, he received a phone call from Doni- 
u.w; Lain, the chairman of I tadron, a com* 
l^ uy motioned by Earl Wnan, wlm is welt 
Uowu to Mcese I aid has denied making 
the call 

Accurdmg to Hamilton, howevtr, Lain 
“told tic that ho company intended to be* 
ouwe the leading vendor lor law culorce- 
nteni and court agencies in this country, 
that iltey had very high level political con 
•<Ctsons with the Reagan administration 
i K«i wouhl make it possible io achieve ibis 
goal After I said that I wasn't interest- 
cd III nwctu»& lie %Mtd that '*€ hiivc way* at 
yuM hdl, it whith (XMiii I ended the 

HnwiWi 

In slaw was later informed that beginning 
•i July lUgJ. the Justice Department was 
^spending nearly $2*0.000 tn monthly 

putyifbcsiiv to ihc cofTipitiy 

In Mauuy IV*$. ihe Justice Depart* 
vscfM lei irunatect the Indaw conuaci for 


kW .*1 Al VJ 


*% 1 



Continued from Page IJ 

received for i he underlying bas- 
ket of stocks. 

Needless to say* the price 
bank jpropos it would make 
trade executions more difficult 
tor index futures traders This 
would decelerate price move- 
ment and add stability to the 
market 

In addition, wringing the 
profit out of program trading 
would eliminate traders who 
f perish the thought) manipu- 
late the market to distort index 
future premiums, solely lor the 
purpose ol executing program 

( fades 

Also, the price-band limita- 
tion would, by necessity, cause 
futures trading to be halted 
when, due to an ordet imbal- 
ance or over cause, the underly- 
ing index isn't updating. This 
would prevent situations like 
those of Oct. IV and 20. when 
futures traded at huge discounts 
from the apparent stock in 
dexes. 

Ms proposal mas be lacking 
m some ways. I hope, however, 
that it engenders more practical 
suggestions from other Barron 's 
readers than the complete ban 
urged by Donald Regan. 

Emil G. Plsiri 
San Francisco 
* * * 

To the Editor : 

\ read about program trad- 
ing and us negative effect on the 
markets, but no one was com- 
plaining about market etTi- 
ciencv as we headed toward last 
vummer It’s obvious that any- 
one complaining now. during a 
declining market, longs for the 
good old days. 

if you go up hard you come 
down hard; it’s elementary, my 
dear Watson, „et’s all be thank- 
ful that we went up hard first, 
so to speak. 

Before we use program trad- 
ing as a whipping boy, we need 
to determine if it was created 
out of greed or simply as an 
efficient tool to use in an ever- 
changing and complex market 

David Bflsito 

Newburgh, N.Y, 


Frisch’s Results 

Co the Editor : 

I am writing to clarify the 
report of our third quarter earn- 
ings in the Up Jk Down Wall 
Street column of May 16 It is 
important to now that Frisch s 
third quarter is the weakest ol 
its fiscal year and normally 
counts for less than 10% of an- 
nua! earnings 1 hird quarter 
earnings as a percentage of total 
earnings amounted to n 5 in f is- 
cal 1986 and 9 ,T< m fiscal 198? 

The column also faded to 
note that while pre-tax earnings 
declined 24 m the thud quur 
ter ihcrc was an increase in 
pre-tax earnings of $996,377. or 
lty r, for the fust 40 weeks of the 

current fiscal year 

The changes m lederai in- 
come tax rates over the past 
three fiscal sears have caused 


wide swings in reported earn- 
ings, It was necessary to in- 
crease our estimated income tax 
rate during the third quarter a 
year ago, which resulted in a 
61 % tax rate for that quarter 
Some people in the Washington 
establishment might like in 
maintain such a fate! lt dois 
prove the importance of reading 
Managements Discussion and 
Analysis of Financial Condition' 
and Results of Operations 


The Joys of High Yields 

To the Editor: 

Th® stock market speculator 
buys high-priced volatile stocks, 
the investor buys low-pnced 
stable stocks with extra-high 
dividend yields, When the bot- 
tom falls out of the market — as 
it did last October— the spec- 
ulator takes a licking, while the 
investor’s paper losses are mini- 
mal, if any. 


addition to the nw'Tumbcn' ? cf ? re lhc 0ctobcr *987 

nrinird in tN* crash, I was fullv investpd m 


printed in the statements 

Louis J.Ullman 
Senior Vice President-Finance, 
Frisch’s Restaurants Inc 

Cincinnati 

* * # 
Dog-Gone Mad 

To the Editor' 

1 was reading, w ith interest. 
May 2’s “Going for the Gold,” 
by Diana Henrtques, when I ran 
across a quote from Ian C, Mac- 
Donald, of C i edit Suisse in 
New York. *\ , , To be honest, 
while they retail coin dealers] 
talk about cleaning up their im- 
age, the average coin outlet 
right now is a dingy, raggedy 
old shop lull of shotguns and 
German shepherd dogs 

W e have been in coins, with 
shops tn and around the Hous- 
ton area for the past 35 years. 
Id advise MacDonald I’ve 
failed to see shotguns in any of 
the shops in this area, although 
I'm sure there may be one or 
two guns kept for protection. 
And I have not seen any Ger- 
man Shepherds at all. 

Of course, over the past 
years, we have been visited in 
our shops at various times by a 
collie named Lady and a black 
Labrador named Nickie 

Chris Johns 
U niversal Numismatic Co 

Houston 


Dial-an-Indicator 
To the Editor: 

I have found a new* regional 
economic indicator— the “new" 
telephone area code rule. 

I was speaking to a client in 
Palm Beach who told me that 
her city would be having a new 
area code, I thought, "Oh no. 
look out. South Florida" Ev- 
eryplace J have resided that 
added a new area code had very 
little growth remaining. 

Palm Springs converted to 
619 tn November 1982 and my 
house value peaked about then. 
The area outside Houston 
added 409 tn March 1983 near 
its economic peak And New 
York City added 718 for Brook- 
lyn, Staten Island and Queens 

in September 1985. 

M xRN A. Forni v 

Vice President-Investments 

Prudcntial-Bache 

New York City 

Those nho hui our reader's 
theory *** mi he surprised if Mi- 
chael Dukakis \ "Massachusetts 
Miracle" deflates. In July. " 
VH 'a tk of the Bay State . *es t oj 
To sum. also is getting a nen area 

code, 594— 


fully invested in 
low-priced, high-yield utility 
and industrial stocks such as 
Ouquesne Light, Detroit Edi- 
son, Athlone Industries, and 
such, each with a yield of better 
than 9%. All my stocks are 
now selling near to, or above, 
their pre-crash prices. Mean- 
while, the steady flow of divi- 
dend checks has helped keep 
me calm, cool and satisfied, 

James Maratta 
Fairfield, Conn. 

* * * 

Slanted? 

To (he Editor: 

Maggie Mahar’s April 4 ar- 
ticle contained incorrect and 
slanted statements. 

On page 38 appears the 
statement "... A month before 
writing the notes, Tyson was 
removed from his position in 
the Executive Office for US 
Attorneys, and he and his secre- 
tary were exiled to Justice's im- 
migration and Naturalization 
Service . . >*' 

Neither I nor my present of- 
fice manager (then executive 
assistant) arc now, nor have we 
ever been assigned to the Immi- 
gration and Naturalization 
Service The position which I 
accepted in March 1987, chiel 
administration hearing officer 
(which I continue to hold), is 
one which 1 actively sought as a 
desirable career move after 
many years of administrative 
duties 

My position, which oilers an 
opportunity for substantive le- 
gal work, was a newly created 
position required by the Immi- 
gration Reform and Control 

Act of 1986. 

My assistant, who has 
worked for me for many years, 
voluntarily joined me in this 
new assignment on a temporary 
basis for almost seven months to 
assist in setting up my new of- 
fice be lore deciding to accept 

reassignment 

Your author referred to a 
letter I wrote to former Deputy 
Attorney General Lowell Jen- 
sen, a copy of which I provided 
to Deputy Attorney General 
Arnold 1 Burns, my superior 
By carefully choosing her words 
and selecting portions at my de- 
position testimony favorable to 
her slant, the author nmrepre- 


LclietA should tn- addressed 
thf Editor. Barron V ZOO 1 
St Nc» Y«fL. V*. ■***' 
cnnvrdcred (or publK-lton. tttn- 
soontence should bear lhc **n«r » 

name. nMtns nod «***«*" 
fyet All kltctt *rr subRcl loedi I c 

*tui abridgement- 


semed my purpose m writing 
the letter. My letter to Jensen 

7^ by an aniclc <« 

he March 29, 1987, Washing- 
ton Post That article, among 
other things, contained strong 
and unmistakable implications 
tho [ had informed Wiffarn 
Hamilton, president of INS- 
LAW Inc, that Jensen, while 
serving m the Department of 
Justice, was biased against INS- 
LAW. The assertion and impli- 
cations in that article were fake 
l felt it my duty to a respected 
former associate and superior to 
make that known to him 

Your author unfairly ac- 
cused me of “protesting too 
much"’ in my effort to point out 
inaccuracies in the Washington 
Post article. The inaccuracies in 
your April 4 article are so fla- 
grant that I am compelled to 
point them out 

William P. Tyson 
Springfield, Va. 

* * * 

One View of the Utilities 

To the Editor: 

From Robert M, B lei berg’s 
various editorials on the subject 
it might be assumed that he has 
been designated the xeeper of 
the flame (the Dow Jones Util- 
ity Average and its forecasting 
abilities), and is hoping that it 
won’t burn out before he can 
alert the bucolic sheep. 

Interest rates move markets. 
The DJU reflects these changes 
in rates due to (utilities'] great 
use of borrowing to sustain 
growth and profitability. 

At this point, a chan of the 
DJU reveals a continuous 
downtrend, while the Dow In- 
dustrials and Dow Transports 
are on rising cycles From Feb- 
ruary, when the DJU started 
this divergence, it has continued 
down. In the week of April 
22. it broke an important low 
of January, thus confirming a 
continuation of the bear mar- 
ket. 

Having pursued further 
analysis using moving averages. 
I’ve verified this stance. 

At the present lime, it might 
be right to rally around the 
flame and be true observers. 

IRVING LEHREN 
New York City 

* * * 

THE Big Three 
To the Editor: 

An update on the three big 

lies: , .... 

"Your check is m the mail. 

"I was out of the stock mar- 
ket by Oct 19." 

M ! never voted for Ronald 

Reagan." 

MikeSpaniola 
R oyal Oak. Mich 

* * * 

Placid No Moke 

Jo the Editor- 

My wife ordinarily is placid 
and composed and general!) ^ 
peace with the world However, 
the other day she blew her top 

and lost her coo! at Barrtms 

Why? Because she liKcn 
reading your publication to a 
vquirrcl seeking nourishment 


t n i Hack wai- 

nuEShe behest m* >0 , f 

•® ne K wwa.kwwd Si 

clumsy of as genre. She 
. at 'wuhm two manta of 
tracking an article of st ■ tr* 
pages, the magazine is a 
shambles. Trying to restore it w 
order is an exercise in futility. 

Possessing a positive ra '-_. e 
she suggests that you either 

(A) Adojx a formal in 
-hich there are t*o sections— 
the first containing the editorial 
commentary etc the second 
the statistics 0* (B, Staple 
your magazine -uh i-o. cr 
preferably three staples. 

Calvin Hunt 
St. PaC, Minn. 

* * * 

No BiG Gain 
No Big Pain? 

To the Editor 

Re: The May 9 "Earls 
Warning of Recession article 

One year after the current 
phase of slight but steady eco- 
nomic improvement began. I 
told my family, friends and ac- 
quaintances that a> iong as the 
percentage of factory capacity 
used to produce goods < ! do not 
include services) remains be- 
tween about 78T and 82T. ~e 
do not have to fear a boom, or a 
bust. 

As long as the above-men- 
tioned statistic remairs -min 
the limits prescribed -e will 
have no boom and conse- 
quently no recession depres- 
sion or bust. 

Booms help a few peopie. 
the inevitable oust that foi:o*s 
always hurts many. 

George P deforest 
McMinnv die. Ore 

* * * 

The Betting Line in vecas 

To the Editor 

There ha', been much fasci- 
nation with the similarity of 
the Crash of 87 and the Crash 
of ’29. Here s something else to 
ponder: 

The Smoot- Hawley tariff 
bill, which many people relieve 
was instrumental in causing the 
Great Depression and keeping 
stock prices depressed. *as 
signed into law by President 
Hoover on June 17. 1930 

Being a believer in she peri- 
odicity of things and the 
planets' mysterious effect on 
human affairs. Fm keeping my 
powder dry until June 17. 1988 
If the current trade biii working 
its way through Congress ha> 
not been Signed by President 
Reagan by this time. Fm turn- 
ing into a bull Remember. 

folks — June i 7 

MOKTSHLENSKV 

Las Vegas 

•* * * 

Going for nit Got. u 

To the Edit or 

jerrv Helzncr s Philadel- 
phia Story* (April 25 , wav very 
interesting Give him a gou 
siar Ditto for Rainer Manihey 
"Buffctted m Hamburg m itiC 
same issue 

George Mueden 


ItttM IIMI V . MAV 13 1 VBH 



Forecaster 


Cramers 



With Grain 



fo the editor; 

As you can see, The Fdiott W <iv* I ha*' 
risf is ranked No. 1 (among 2o financial 
advisory services) in “'average protu pet 
trade’’ and tn percent ot closed trades 
profitable’’ for short- term trading m the 
U.S. stock market so far tn l°SS Please 
note that 23 of the 2o services showed 
losses. Please also note that Flu Fjliott 
W ave Theorist in 1987 was ranked No, 3 
for “average profit per trade and No. 1 
for “percent of closed trades profitable." 
These facts are reported b> an unbiased 
independent source [Commodiry Traders 
C ' oiisumer Report ot Sacramento, C alit.]» 
These rankings should help demonstrate 
that James Cramer's “Street Talk col 
umn in the Feb. 29, 1988 issue of 
Times (“Not-So-Hot Line Deserves Only * 
Cold Shoulder.’ Page 14] was inaccurate 
to the extent that most of it was merely 
invented, conveying the opposite ot the 
ot* Us mean spirit makes the water s 
motives transparent, and they are not those 
of an objective reporter 1 tut your re td 
are poorly served by Has Wind ot 
should be of minor concern to you com- 
pared to the possibility that some ^ 
.iiKi.'.'i ot one of his columns nun <• 


subject of one ot 
libel seriously. 


Legal Times is committed to 
rale and balanced reporting 
M,eve that an art.cle is unf.tr or 

inaccurate, please wnic to. 

— a i 


Legal Times 
1 7 50 M Street N AV 
Suite 802 

Washington, D.C 2CKbe 

If a correction is reined « *>« * 
published in a prominent P W e 

the newspaper. 


bven as laymen, you might quest ion 
whcthei \our financial writer, who is will- 
ing publicly to sccomnicnd a short s.ile tn a 
hamburger Cham slock because he looked 
at the “salt content" in the food (which, 
one might \enturv, was little dihncnl as 
the stock rose over eight times in value 
during the bull market) oi a pure base ol 
gold stock because Man Greenspan imghi 
“twitch." appears to be burdened with 
some bi/ane pieeonceptions about whai 
makes stocks go up and down. Such naive 
preconceptions arc the hallmarks ot a 
stock market loser, and can lead to a ven- 
omous prejudice against demonstrably 
successful methods ot anticipating m 
trends. 


Roliert R, IVechter Jr. 

Editor 

The Fliiott VV'me Theorist 

Gainesville, Ga. 




James J. Cnuner responds: 

Thiit The l-lhott Wave Theorist could 

Irtish vv high in the hot line rankings with 

ZZr has matte san e the cash only 
moves mYl'oiiU all the more that these hot 
line gurus don't deserve the alien, on they 
receive. Old "now MXX>" has become 
oure .1 heat these dots, winch makes me 
cautious about mv current bearish stance. 
Hut sometimes these technicians can he 

n *ht for the wrong mi sorts 
Vv obvious that facts don’t matter to 
,, Why else would he criticize my 

Ho me stake pick, which alter I m ommend- 

editot M. lumped to 19 that some we a 

an astounding iS percent "“j/, 
davs I won't bother loommali.e that rail 

* ' i. somethin g I don t about 

no, n, Id's I hat stock went down M* • 

same alter l recommended shorting It •' 
ddTlOlwreen, whde ,he market rose 

'"1 tdlTLhier-s hoove sianee 

t L! hi I l m «W he takes* tone out 
hosktve * 1 ' mit . fundamental 

(torn hts emu «• M 

input from MX column* 
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Try to Stifle N<;ws 




To the editor 


Under the heading fJickjacin f'r r v e 
CBS," your “Inadmissible col nun \*r. 

May 16 (Page 3) asserts that ! 
with two other partners of \) vtem Ste- 
piro & Morin, attempted “to * di - 
about the firm, 

Eor the record, the charge is "holly m 
true We did not »ry to kill the CBS refer 
Any such attempt would be a 0 t&k of 
grosses! inexperience in dealing v i net- 
work news. We did try to gel the story » 
straight as possible. To this end. 1 read U 
Leslie Stahl and to her producer. Mar 
Koughan, and di .cussed with ( BS 
President Howard Stringer portion , m 
sworn deposition in which I .aid, a; non; 
oilier things, that the Inslaw charge that th« 

attorney ccncral *»•** * 

Ratincr out of my firm was 'absolute 

untrue" (p. 5), that mv only suhMannv- 
contact with the Inslaw case was to arrar 

• settlement conference with the Ocp*i- 
ment of Justice at the request of the 
and Mr Ratincr ( P 6-8. *K *d iJ-J 
“conveyed no m a g cs tallmg <• 
ejection of I .-Igh Ratincr from ** fir ? 
cither by direct request, nuance. 
in any manner, shape or form. > 

language known to mankmc ^ 

would be unseemly and twtWnW te p 

9) Whcn Ms. Stahl said 

M .i.rtssnLi* tii t 

coniine my rcsp< h,tf the day 

persiwdmg ( l! ; " !' v J (hc phrase 

tensity of n, y denials y 
■ II S total 'hme > hy CBS 

Z amtuis mut <*« 

SSS* kill ‘the CBS story rs ** 


r.«„„ard (iurnwot 

( h tf/ioi & oA’toe 

OicG-icm. >n«*P' , , 
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Report Faults Justice Dept, on Ethics Policy 


WASHINGTON, Aug. 24 (AP) - The 
Justice Department, unlike other Fed- 
eral agencies, does not require employ- 
ees to file confidential financial disclo- 
sure reports and has failed to periodi- 
cally evaluate its ethics program, Con- 
gressional investigators said today. 

The General Accounting Office said 
formal ethics training had not been 
provided to everyone at the depart- 
ment, either. While conceding that the 
Justice Department’s ethics program 
“contains many of the basic elements 
required by law and regulations,” the 
G.A.O. said that "certain required ele- 
ments are missing.” 


r 


‘Certain required 
elements’ are 
missing, 

investigators say. 


Report Requested in December 

The report was requested last 
December by Representatives William 
D. Ford of Michigan and Gerry Sikoi 
ski of Minnesota, both Democrats. Mr. 
Ford is chairman of the House Post Of- 
fice and Civil Service Committee, and 
Mr. Sikorski is chairman of a subcom- 
mittee on human resources. 

Mr. Sikorski said at (he time that his 
panel had observed that the depart 

ment "has failed to maintain an effec- 
tive system of preventing etlm s viola 
lion*” by employees 

Ha cited questions about stork hold- 
ings by Edwin Meese 3d, then the At- 
torney General, in seven regional tele- 
phone companies, and about a letter in 
June 1987 from Mr. Meese's wife, Ursu- 


la, to a Federal udge in Tennessee re- 
questing leniency for a family friend 
who was awaiting sentencing. 

At the Justice Department, ethics 
programs are handled by the various 
divisions. Allegations of ethical mis- 
conduct are reported to the Office of 
Professional Responsibility, which re- 
ports to the Attorney General. 

As~Ts the case with all high-ranking 
officials In the Government’s executive 
branch, top people at the Justice De- 
partment must file public financial dis- 
closure forms under the 1978 Ethics In 
Government Act. 

At other agencies, many civil Ser 

vim: are required to filer confidential 
financial disclosure forms that show 
ailOtS, investments ami a spouse's tot). 
These forms are a vital tool m spotting 
potential conflicts of interest. 

Justice Department employees, how- 
ever, are an exception. 

The report said, •■This deviation 
from the practice elsewhere in the 


Government is based on Justice’s view 
that there has been no legal authority 
to require confidential reports since 
January 1979 when the Ethics in Gov- 
ernment Act of 1978 took effect.” 

Justice officials said they would re- 
quire the reports when the independent 
Office of Government Ethics, which 
monitors the act, submitted regula- 
tions. Those rules have yet to be filed m 
final form, but a Government ethics of- 
ficial said they are expected to be 
ready by fall. 

A telephone call to the Justice De- 
partment seeking comment on the 
Government Accounting Office report 
was not returned immediately. 

The report recommended evaluation 
of the department's "standards of con- 
duct regulations, financial disclosure 
system and post-employment enforce- 
ment system." 

Ihe repot t was released ns Attorney 
General Dick 1‘hotnhurgh assuffit 
Command of the department, 

Mi Ihornlnugh sou ceded Mi 
Meese, whose ethical conduct is still 
undr i review by the department • 01 
flee ul Pruft loan) Responsibility. 

Mr. Meet? i activities were Investi- 
gated by James f, McKay, an imU 
pendent counsel, who concluded that 
Mi Meese may have broken tax ami 

conflict-of-interest regulations Mr. 

McKay said there was not enough m 
formation to prosecute, and Mr. 

Meese said the report vindicated him 
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By LEIGH RIVENBARK 

Washington, D.O., software firm 
Inslaw Inc., on the verge of 
completing a $2.5 million deal 
with IBM Corp., is repeating its 
allegations that another corpo- 
rate giant, AT&T Co., has 
contributed to its financial troub- 
les. Inslaw attorneys are at- 
tempting to remove AT&T 
from a position of influence in 
the software company's bank- 
ruptcy proceedings. 

Last week Inslaw asked the 
U.S. Bankruptcy Court to 
remove AT&T from Inslaw's 
unsecured creditors committee 
because, as Inslaw's attorneys 
wrote, “from AT&T's perspec- 
tive, it would be far better if 
Inslaw . . . were forced into liqui- 
dation." 

Inslaw president William Ha- 
milton said the company wants 
AT&T off the creditors' com- 
mittee before Inslaw files its 
reorganization plan. For months 
Inslaw has alleged that AT&T 
illegally broke a contract with 


Inslaw and then pushed its way 
onto the creditors' committee, 
although it was not listed as an 
Inslaw creditor. 

Former Bankruptcy Court 
Judge George Bason Jr. granted 
Inslaw's request to take deposi- 
tions from AT&T employees, 
but AT&T protested. Bason's 
departure from the bench has 
left the question of depositions 
open for more than four months 
while the pai icipants await the 
appointment of a new judge for 
the bankruptcy case. 

Bason had also ruled that 
Department of Justice officials 
intentionally drove Inslaw into 
bankruptcy in order to liquidate 
the company and steal its 
case-tracking software. He 
awarded Inslaw $6.8 million in 
damages, but that decision is 
being appealed by Justice, 

Inslaw’s attorneys are now 
considering whether they have 
a case against AT&T, Hamilton 
said. 

However, AT&T should not 
be on the unsecured creditors' 


committee because that com- 
mittee would examine any 
reorganization plan Inslaw sub- 
mits, Hamilton said, 

inslaw may well have a 
multi-millio i-dollar asset 
available to its creditors, i.e. an 
action against AT&T,” Inslaw's 
filing said. “[The] potential 
action against AT&T creates 
an irreconcilable conflict of 
interest for AT&T." 

Within two weeks Inslaw will 
file for approval of a $2.5 million 
CBM loan and software develop- 
ment agreement, attorney Mi- 
chael Friedlander said. The 
reorganization plan should 
follow within 45 days, Friedlan- 
der added. 

“We don’t comment on tac- 
tics used by our adversaries in 
legal matters," AT&T spokes- 
man Burke Stinson said. “We 
don’t usually make a practice 
of fighting fire with fire." AT&T 
is still weighing how to respond 
to Inslaw's request that it leave 
the creditors' committee, Stin- 
son said. ◄ 


Repo t on Meese Inqu ry: 
‘Unflattering’ Conclusions 

By PHILIP SHENON 

Special lo The New York Times 


WASHINGTON, June 12 - 
Even though an independent 
prosecutor’s report is not ex- 
pected to accuse Attorney Gen- 
eral Edwin Meese 3d of criminal 
wrongdoing, Justice Department 
officials say it will almost cer- 
tainly provide strong evidence 
that Mr. Meese was insensitive to 
the appearance of impropriety. 

The report is expected to be 
made public later this month. 
After its release, the Attorney 
General faces an internal discipli- 
nary review that, according to 
Justice Department officials, 
could result in a departmental 
recommendation to President 



Edwin Meese 3d 


Reagan that Mr. Meese be dis- 
missed. 

The repdrt by the indendent 
prosecutor, James C McKay, is a 
culmination of more than a year 
of investigation. 

Law-enforcement officials say 
it will detail several instances in 
which Mr. Meese’s conduct, al- 
though not criminal, may have 
violated Federal ethics rules, in- 
cluding a 1965 Executive Order 
that prohibits actions that “create 
the appearance of using public of- 
fice for private gain.” 

The order, signed by President 
Johnson, also bars Government 
employees from creating the ap- 
pearance of “preferential treat- 
ment to any organization or per- 
son, impeding Government effi- 
ciency or economy, losing com- 
plete independence of impartial- 
ity” or “affecting adversely the 
confidence of the public in the in- 
tegrity of the Government.” 

Mr. McKay is expected to cite 
several instances in which Mr. 
Meese may have created the ap- 
pearance of impropriety, includ- 
ing the following: 

<JMr. Meese’s involvement in a 
$l-biIlion Iraqi pipeline project in 
which E. Robert Waltach, his law- 
yer and close friend, had a finan- 

cifil stake. 

Che Attorney General’s ties to 
the Wedtech Corporation, a 
Bronx-based military contractor 
that has been accused of attempt- 
ing to bribe public officials in ex- 
change for their assistance. 

<jMr. M ees e ’s inves tment oi 

Continued on Page All, Column 1 


4 


port on the M 



ii(|iin \ 


t 


N >< V l 



to 


Unflattering 


< nu 


p m . n 



Pipeline Projr. t 

" h ° 'a co^suUa n n , a t n o And Old Fl id U I 


*«vva r ... 

•** is*r »ho' u« L .f' forn, a f*nan- 
tatat)* * as a cnnc,,ltQ "* — 

J ustice Office 

? ^Wpjas? «* for- 

*vr 


M; 



ara?t ,n 4rt 0 ou^r' '" ws "» ft 

Mr. Meese involw hf', 

- ‘nvoi\r (hr ), | itH , 


s t. .he Iik it " w lor- Mr. Meese invni^ i ' ' ’H-dn-t 

if hMtessvJSf JJSKISP^ project. Sponsors Of II r '*?' ri|S ,iM ‘ 

i$ tv^ M« a i Res P° n sibility, was never hodtiS , { t whh h 



oil from r. " ;■ " < K, 

GulfofAqib a q thr0Ugh *<» the 

Among the chief pronmirmr , f , 
f ^i h fi tWo mrn a Heeded 1 :»« v. h,M*| 

.fc&Srca * »,r «• 

and wgft in te' S T'"’* 

General 66 con,lrmcd *• A(i», 



; * ^-jv. _ bas demon- 

**** t0 stand up to his 

superiors. 

c, e«r Mr. Meese, Mr 
ersikj recommend a ranee of 

f -a ssji * m 'J d rebuke to dis- 

2~5^tJW»er officials in the Jus- 

ssy they would not bp * m 

Mr. Shaheen recom , Insurance Plan Nm.ght 

— fgy * *! >«*r that his superi- bU s.o^« a 2 ,aCh> who oftcM >«*"'«•’-' It 

‘“PWJttMwmssed. General. 1, ,g 

Victim of a.vnch Mend dn^ tUa |^ 3 t * a ^ e S at i0rl ® of wrung 

feb m M>ik» domg ,eveI ed against Mr. M ■ c m * « 

? interviews, part cent years 

y ?*? jM Qjic relations campaign In 1985, Mr. Wallach son mu Ms 

blunt the impact of Meese's help in obtaining ihelLgn,, 

asm is contained in the Administration's assistance for ih. 

•JJJJJlMWjWSecutor's report, Mr. Pipeline plan. Because of ihe .Uuapt 

•**2 5 ' v> - tx: he is the victim Israel might view i hr- pmpiim n ,, 

9 S rv ^ includes Wash- t hreat and destroy it, Mr wallach |n«i 

***** UptlWi and liberal lawmak- bis cl| ent, Bruce Ruppapon. a gene 

tive Swiss financier with close tir^ i<* 
mWSMI interview late last Israel, wanted the United siairMo help 
i.h;' Attorney General said he sel U P an insurance plan for the 
’. vVJl* Mr* McKay's report. P ro J ect - 

■’ * c ts are accurately portrayed, I* 1 May 1985, M '. Meese put Mi \\ ,»| 

i s-Xx w sex s e record straight, as I’ve * ac ^ in touch with Robert C Mil at 
siK gmd show that Ed Meese is l?ne, who was then the White Housr n>\ 

,i... ,) %'«f any w rongdouig,’' tlte At- Honal security adviser. 
hMWhy Omw ii said. The introduction atone raised ethical 

ACvv yjnc to Federal mvestiga- Q ues fions. 
lex Mr Meese <* ill he sorely disap- ‘in May, according to puhlh dn« u 
A'.xer r !>ets expecting Mr. McKay to ments, Mr. Meese was sfill bmtod 
sssxht s jftxxwratton. from any official invoivement with Mi 

Ufalln.1. -n.^ At. I . 


I f |t»f I n i . 

” «*< im in, i, . 

* -ot*t** (< <• it,, k 

zr'a^r;- 

-<M" ti. , ....... . 

a » * i * 1 1 h ti in if . 

ti | 'V^il |M M i i i I - k a | . 

y, N" 

in <» ii»i"i 

' "' v *' bom Mi w-rtiiiihi. 

•Wl IlllllUl' f.i, til:, . 1 , 

rpn M OH Oik , Hi 

ln*thopi|Hdin, PMU, ' 

, '■ v Mi.h'.i ...ii..mi w ,u W , 
*i«i ni>,. w • 

i" ''•»».< (.. . . 

' «' Ml M, 

mu«u y."" I'"'*""* 

’ *** l M " ntilinu ,. 

"’ , "' 1 ,l "ii itlvt.im. i.u hu Vn 



. 

* 









will not 


Mi 

Mi 


SSSgg an UMMV aliou. num any uinciai involvement with Mi 

draw broad con- Wallach. The Attorney General made 

said one inves- that clear in a May 24 memo not if lying 

tlpfttr. tat anybody who reads it his aides that he was prohibited from 
- ♦ s<v :.**,;*. e\ idence, when dealings with Mr Wallach until ihc 
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^ b liCWm ®f the complex chronology Unusual Letter Sent to Peres 
*'v c.ist of characters in . _ 
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HMtMMM keep the allegations Meese L had w al {f a ^ Introduced 

>. V MeesetSmte Wallach (o Mr Mi l ai him-. 1 I ..11 

eral court approved a plan for the (»oV 
emment to pay Mr. Wallach. 

Mr. Meese's involvement In the p 
line project deepened in October l 
when he sent an unusual letter 
Shimon Peres, who was then tin* tsi 
Prime Minister, recom mending «... 
Mr, Peres bypass the Slate Oepai' 
ment and deal directly with Mr 
McFariane at the White House. 
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Pfa i 1M4 the Attorm\\ Cieneral, m Mfx 
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nm over const of his n natti, 

** : ' d| dNK $hh,tHKV. io \\ I'lanktyn 
O&m 4 Francisco financial ad 
vxser who was working as a v ousultant 
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irikiOi of the oomptnv Afrnrdinu tu 
i iVigiesi.MtiiMl imrMinatiM .s, Mi 
JMAHt has AcKnowledgctt that he knew 
At the tune that Mr t'hmn had been 

[asked totHh rse V\ nlieeh 

M» Fhmn generated nearlv $.1.1,000 
tn pixdus lot Mi Meeise, who has m Id 

*hat he was unaware of whet Mr Chinn 

did u ufr the money. 
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m the breakup might have been influ- 
enced by his stock holdings. 

Mr. Meese later obtained a White 

.WnP ^ a ve J - that P erm itted him to be 
involved in discussions about the tele- 
phone company breakup 
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tes week on the a;: ireal contradiction. 


As prenoufy reported, Keeney’s exon- 
eration of Meese came despite the fact 
that Justice Department investigators did 
M interview three principals in the case. 

One of those principals, former Inslaw 
utorney Leigh Ratiner, last week said he 
vas contacted May 25 by investigators in 
he Justice Department’s Office of Profes- 
ional Respons i b ili ty. 

The investigators told him allegations 
urrounding Meese’s role in the Inslaw 


The investigators told 



nations 
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fc. 


Meese's 


rote m tne inslaw 


matter had been 
referred to that office 
bv the Criminal 
Division ’ s Office of 
Public Integrity . 


matter had been referred to that office by 
the Criminal Division’s Office of Public 
Integrity. 

Inslaw has alleged that Ratiner was fired 
by the Washington law firm of Dickstein, 
Shapiro and Morin at the behest of Meese, 


following a conversation between Meese 
and Dickstein partner Leonard Garment. 

Ratiner had represented Inslaw in the 
early stages of the company’s much publi- 


v 

T 


:ired lawsuit against the Department of 
stice, which alleged department offi- 
dais conspired to drive the Washington 
software firm out of bus: ~ ess. 


Last September, District of Columbia 
Federal Bankruptcy Judge George Bason 
led in Inslaw’s favor and awarded 


I c* 


the company about $S million in damages. 
The decision is being appealed. 

Garment, wjio represented Meese in the 
Attorney General’s confirmation hearings 
in 1984, has denied any role in Ratiner’ s 
departure from Dickstein Shapiro. 

Questions about Meese’s role surfaced 
after Meese acknowledged in sworn testi- 
mony last summer that he had spoken 
with Garment about the Inslaw case in 
October 1986 — the same month Ratiner 
inexplicably announced he was leaving the 
law firm. 


Ratiner has refused to discuss the cir- 
cumstances surrounding his departure 
from Dickstein, Shapiro, citing a confi- 
dentiality agreement with his former em- 
ployer . 


Nonetheless, he was strongly critical of 
Justice investigators* failure to interview 

him or Inslaw owners Bill and Nancy 
Hamilton before Keeney announced that 
further scrutiny into Meese’s alleged role 


was not warranted. 

Ratiner said last week that representa- 
tives of the Office of Professional Re- 
sponsibility, an in-house ethicial 
committee, contacted him May 25, seek- 


ing his cooperation in their investigation 
of the Meese-Garment matter.” 


“I told them I was not interested in co- 
operating unless they could show me they 
were doing a serious and independent in- 
vestigation, and not another cover-up,” 
Ratiner said. 

He said the representatives of the Office 
of Professional Responsibility told him 
they would be back in touch, but as of last 
week, had not called him back. 

Two other principals overlooked in the 
department’s previous internal investiga- 
tion oi the matter, the Hamiltons, last 
week said they had not been contacted by 
the Office of Professional Responsibility. 

The Associated Press reported recently 
that a separate internal investigation by 
justice’s Office of Public Integrity has 
been launched into possible perjury by 
current or former Justice employees in 
connection with their testimony in the In- 
slaw trial last summer and fall. 


The Office of Professional Responsibil- 
ity functions as an inspector general 
within the Department of Justice, with 
power to convene a grand jury and refer 
cases for criminal prosecution or adminis- 
trative action. 

The Office of Public Integrity performs 
essentially the same function, but has au- 
thority over all government employees 
and agencies. 
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^sotd enough, I was a 
ver m the system." 

A B&miitor. founder 
iaeaE ot Inslaw Inc,, a tinv, 

» * ■ w • 

»? ased software company, 
:.y wi ih a. .most evangelistic 

addkg emphasis with quick 
nps of his hands on a document* 
:j. r. . thought it was just an 
But it turned out that the 
feoi become corrupt," he contin- 
voice rising. It was a tremen- 
perversion right at the top." 

“ t : ion. is waging a bitter battle 

: x Justice Dept., w ith 

- c; hod a software contract. 

^ - a i s : it cabal of Justice off 

' >e motives remain unclear. 

- > com j >any into bankruptcy in 

FehniaxY, IStevx But Hamilton, 47, a for- 
v n. r r . Sect. r.u Agency officer 
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w ith the teun» if \ iij i pH bull (ought 
back. Still running In .law him J** r > (Ihaji 
tor 1 1 i eoi g ;, uiimI mn, he lm« (JUthuttHed 

and oultnaneuvered Jn inrsi .ilmn.i ev 
cry turn "He turned < In . min it holy w&f 
and caused US gira| gtiel," edtmta a 

senior Justice official 

HEAVY ALLIIS. Among (he jn .h eon 

spirators, according to Hamilton, w cm- 

Attorne\ (mlioial I'Mwm Mena III ,oi(J 

h 

Earl W, Brian, a friend ol Mi *• :, and 

the new Hi m nun ml (billed I'm v JiHri 

national II M te were involved, the 

Inslaw allan could ilw.nl (hr A Horne'/ 
CJenei d oilier alleged niHlfrm-.itnr^g, 
dustier rerenl ly announced lb.it a r i 
internal probe had cleared Mrr ,r of 
auv wrongdoing involving loslaw (fir 
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of a coMspii ary, < latining f h-o 1 he In 

slaw if) dim {( i 'ample eonli.t' I dispute 
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I /T||7y I ► William Hamilton and an asiocint « 

I f-f ||/-4| l ,,s kiw as a not-for-profit company 

I ||V-/J specializing in case-manap<an<'iil roi 

^ ■ 1 1 " sol (ware for law-enforcement agm< 

MARCH, 1982 

► l ho lusi ire I )ept. awards Inslaw, now a for-prohi 
601 r> > alum, a $9.9 million contract to install case 

management systems in 94 U.S. Attorneys' oth* os 

JULY, 1 983 

^ Justice begins suspending some payments to In . I 
the grounds lhat Inslaw’s performance has been 
inadequate' 1’he funds withheld eventually total $1J 

FEBRUARY, 1984 

► Just ice decides to terminate a portion of Inslaw’s 
!H vauso ol delays in the systems-installatiou schedi 

u lion tm Mk'i i educes Inslaw’s cash flow 


n«trnu 

contract 


venture 
with * 


FEBRUARY, 198S 

law files for reorganization under Chapter 11 of the 
uptev laws. Some Justice officials allegedly seek to 
the i eoi ganization converted to a liquidation 


JUNE, 1986 

► Inslaw initiates a lawsuit against Justice for $30 million 
Alleging that the department wrongfully appropriated its 
proprietary software and forced it into bankruptcy 

SEPTEMBER, 1987 

► A bankruptcy judge rules in favor of Inslaw. He says 
Justice ’stole’ Inslaw's software through ‘trickery, fraud, 
and deceit’ and ‘drove Inslaw out of business’ 

FEBRUARY, 1988 

► The judge orders Justice to pay Inslaw $7.8 million in I 

damages and legal costs. Justice says that it intends to file 
an appeal of the judge's ruling against the department 

MAY, 1988 

► Responding to allegations that Attorney General Edwir 
Meese was part of a conspiracy to bankrupt Inslaw, Justi< 

announces that an internal investigation has cleared Mec: 


ways 


would 

comm* 

■ d . u 


IUPMI 


court 

Meese 


Jensen 
a Just 
Meese, 
counse 
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•ruble decision last September in a $30 
million complaint he had filed against 
Justice. A bankruptcy judge castigated 
the department’s ' outrageous, deceitful 
fraudulent” conduct and said it had 
sought to “drive Inslaw out of busi- 
ness. In h ebruary the judge awarded 
Inslaw $7.8 million in damages and fees. 
Justice is appealing the ruling. 

Initially, Hamilton believed that the al- 
leged conspirators were Justice officials 
with grudges against Inslaw. But in re- 
rent months, Hamilton has advanced an 
expanded thesis that Inslaw's bankrupt- 
cy was engineered not only by depart- 
ment insiders but also by business 
friends of Meese. The conspiracy”* Thief 
goal, Hamilton says, was to force Inslaw 
to sell out to a company controlled bv a 
Meese crony, which would then have the 
inside track on a big piece of a $200 
mu lion of f ice-automation contract to 
be awarded by Justice this year. 

Hamilton has assem- 
bled much circumstantial 
evidence, and serious 
high-level wrongdoing 
may eventually be estab- 
lished. But an extensive 
inquiry by BUSINESS 
WEEK casts doubt on the 
conspiracy theory. Al- 
though one of Meese’s 
business friends may 
have been interested at 
one point in acquiring 
Inslaw, there is no evi- 
dence that he helped 
cause Inslaw's bankrupt- 
cy. Nor is there much di- 
rect evidence of an orga- 
nized conspiracy within 
Justice. Inslaw’s collapse 
stemmed largely from 
amilton’s lackluster 
management, a criticism 
Hamilton denies. 
vendetta? Yet Hamil- 
ton’s feelings of paranoia 
are ar from unfounded. 

Inslaw was probably vic- 
timized by some Justice 
employees who held bias- 
es against the company, 
chiefly a ormer Inslaw 
attorney who oversaw 
the Inslaw contract for 
Justice. Hamilton's ag- 
gressive counterattack 
helped bster widespread 
animosity toward inslaw 
within Justice that proba- 
bly developed into some- 
thing close to a vendetta. 

That vendetta may have 
been partly responsible 
for the ol lowing curious 
events, which have lent 
credence to Hamilton’s 
conspiracy theories: 


Ji The bankruptcy judg<* who ruled in 
Uvor of IriMUtw wan later denied re 

appointment. 

■ The lawyer who handled Innlaw'it suit 

Agamat JuRtn* w m a ak<-d Uf rt . n , Kn jjm 

firms other aU/rrratyy mrludc former 
Mt*e?;<* eounneh; I/*wiard Garment and E. 

Robert Wallach 

* A Justice employee was Torri d to n- 

sign after he told Hamilton of an appar- 
ent attempt by Justice officials to liqui- 
date Inslaw following its bankruptcy 
filing. 

■ Two federal bankruptcy officials re- 
canted sworn testimony favorable to In- 
slaw. Justice is said to be investigating 
them and other official:. for evidence of 
perjury. 

Among the many ironies of the Inslaw 
saga is that the company was initially a 

creature of the Justice j n-pt. Hamilton, 

then a management consultant, had 

founded Inslaw in 1973 to develop Prose 





1973 

► William Hamilton and an associate found 
Inslaw as a not-for-profit company 
specializing in case-management computer 
software for law-enforcement agencies 


MARCH, 1982 

► The Justice Dept awards Inslaw, now a for-profit 
corporation, a $9.9 million contract to install case- 
management systems in 94 U.S. Attorneys’ offices 


JUIY, 1983 

► Justice begins suspending some payments to Inslaw on 
the grounds that Inslaw’s performance has been 
inadequate. The funds withheld event ually total $1.8 million 


FEBRUARY, 1984 

► Justice decides to terminate a portion of Inslaw’s contract 
because of delays in the systems-instaJlation schedule. This 
action further reduces Inslaw’s cash flow 


FEBRUARY, 1985 

► Inslaw files for reorganization under Chapter 1 1 of the 
bankruptcy laws. Some Justice officials allegedly seek to 
have the reorganization converted to a liquidation 
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JUNE, 1986 

► Inslaw initiates a lawsuit against Justice for $30 million, 
alleging that the department wrongfully appropriated its 
proprietary software and forced it into bankruptcy 


SEPTEMBER, 1987 

► A bankruptcy judge rules in favor of Inslaw. He says 
Justice ‘stole’ Inslaw's software through ‘trickery, fraud, 
and deceit' and ‘drove Inslaw out of business' 


FEBRUARY, 1988 

► The judge orders Justice to pay Inslaw $7,8 million in 
damages and legal costs. Just ice says that it intends to file 
an appeal of the judge’s ruling against the department 




MAY, 1988 

► Responding to allegations that Attorney General Edwin 
Meese was part of a conspiracy to bankrupt Inslaw, Justice 
announces that an internal investigation has cleared Meese 
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Outer* Management Information Sys- 
tem (FROMIS), the first software program 

Uiat enabled prosecutors to computerize 
case files As a not-for-profit corpora- 
uon, Inslaw was awarded funds to 

•* x imnd PROWS by the Uw Enforcement 
Assistance Administration (LEaak a Jus- 
tice agency that aided local law enforc- 
ers, Inslaw became one oi LEAA's most 
widely praised projects. 

‘SHAM* disputes. When LEAA was closed 
down in 1981, Inslaw became a for-prof it 
company and launched an ambitious ex- 
pansion, Its cornerstone was a $9.9 mil- 
lion, three-year, cost-plus contract from 
Justice in 1982 to install PROMIS in 94 
U.S. Attorneys’ offices. With a unique 
product and a seemingly vast market, 
Inslaw seemed a sure thing. 

Yet Inslaw’s relations with Justice 
rapidly deteriorated. The contract be- 
came plagued with delays and cost over- 
runs. The two sides bickered over who 

was at fault Justice be- 
gan withholding pay- 
ments, then terminated 
one portion of the con- 
tract Eventually, Inslaw 
ran out of cash. 

Hamilton claims the 
contract disputes were 
“shams” to further the 
conspiracy, which was 
guided by four principals: 

■ Edwin Hamilton 

believes that Meese, who 
became Attorney General 
in 1986, must have ap- 
proved the scheme, 

■ Earl W. Brian. Brian, a 
venture capitalist, served 
with Meese in Ronald 
Reagan’s California Cabi- 
net. In 1983, according to 
Hamilton, Dominic A. 
ljaiti, chief executive of 
Hadron Inc., a small tech- 
nical services company 
closely linked to Brian, 
offered to buy Inslaw, 
Hamilton says that when 
he declined, ljaiti replied 
that Hadron had good po- 
litical contacts and “had 
ways of making you 
sell.” Laid says he 
doesn’t recall the conver- 
sation and denies he ever 
would have made those 
comments to Hamilton. 

■ D. Lowell Jensen. The 

San Francisco district 
court judge served wit 
Meese in a California dis- 
trict attorney’s office. 
Jensen was sponsored for 
a Justice post in 1981 by 
Meese, then White House 
counselor, and later be- 
came Deputy Attorney 
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EDWIN MEESE 


EARL BRIAN 


D. LOWELL JENSEN 



amilton is maintaining that Inslaw's woes were engineered not only by 


Justice Dept, bureaucrats but also by such friends of Meese as ventu re 


capitalist B ian and former Deputy Attorney General Jensen. But the evi- 


dence is circumstantial at best 
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I ton think- Jensen was Brin’s conduit tn 
Just.ce Jensen has denied any i mpro J? 

I etv. Brian says he never met Jensen 

1 " C ' M * d '*° n “Brick” Brewer Ml. A f 0r - 

mer Inslaw attorney whom Hamilton 
asked to resign. Brewer later became 
Just.ce s project manager for the Inslaw 
| contract Brewer denies any conspiracy 

slaw V a e! £f nan COnnection w 'th In- 
I!! ■ tenu ,? US c as 11 is tantalizing 
occasionally boasted of his White 

House contacts, say former Hadron cm 

ployees. They feel that Hadron, in bS- 

dmg for Inslaw and acquiring anoC 

company w .th an existing Justice con- 

tract> anticipated more Justice business 
once Meese became Attn™^ » 

If Hadron had such 
designs, which Laiti and 
Brian deny, it apparent- 
ly never followed 

through on them. Had- 
ron did obtain a renewal 
last fall of its Justice 
contract. But there is 
no evidence that Brian 
or Hadron influenced 
Justice policy on Inslaw 
or made another bid for 
Inslaw once Inslaw 
went bankrupt. Hadron, 
further, lacked the ca- 
pability to participate in 
Justice’s big automation 
project and, says Laiti, 

.did not submit a bid. 

Even if Hadron had 
gotten its hands on PRO- 
MIS, the alleged conspir- 
acy’s prize, it wouldn’t 
have helped Hadron 
much. Feeling PROM IS 
had become outdated, Justice nearly 
halted further installation two years 
ago. It plans to develop a new version. 

Lowell Jensen and Brick Brewer were 
deeply involved with Inslaw. But were 
they, as Hamilton thinks, leaders of an 
organized conspiracy? Such a scheme 
necessarily would have involved numer- 
ous senior Justice officials over several 
years. The evidence suggests that Jus- 
tice’s behavior derived from a more dif- 
fuse and benign set of factors, 

‘poison the well.* Jensen, who promot- 
ed software that competed with PROMIS 
Ijefore he joined Justice, was skeptical of 
Inslaw’s product Though Brewer denies 
any bias, evidence suggests he harbored 
an animus against Hamilton. Justice and 
Ins law share resixmsibility for the con- 
tract's problems. But Brewer was in a 
position to shift the onus to Inslaw and 
influence superiors to take a harder line 
on the company. 

‘You probably could have had more 
aggressive and independent oversight of 


ewer,” concede 


W e i , He . was . m a position t 


o poison the 


S3&Z+*** 


tUde 1>robabl .v gave Brewer greater 


portunity to abuse Hamilton, 
much'of thp l i thou ^* must shoulder 

S utt * f ° r ,nSlaW ' K 

nem*!ai Ham,lton was a typical entrc,.re 
neuna 1 visionary who had trouble run 

reoote, COmPany - At '- KAA ' Inslaw had a 
for ne, am ° n ? SOme htojert oll.ecrs 

: budKets an,i deadlioes. 

But that didn t seem to matter much. At 

EAA ; grant money flowed easily to fa- 
vored grantees such as Inslaw 

Although Hamilton insists otherwise 
former associates say he couldn’t adjust 
tothe bottom-line disciplines of the for- 



General W. Uw 
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anulton is maintaining that Inslaw’s woes were engineered not only by 
Justice Dept, bureaucrats but also by such friends o Meese as venture 
capitalist Brian and former Deputy Attorney General Jensen. But the evi- 
dence is circumstantial at best 


profit world. According to a 1985 study 
by a company interested in acquiring 
Ins aw, Hamilton’s company had no cost 
accounting, no effective budgets, and no 
formal contracting procedures. “In gen- 
eral,” the report said, “it is safe to say 
that Inslaw has not been managed.” 
Further, because Hamilton was reluc- 
tant to give up much equity interest to 
outside investors, Inslaw was badly un- 
dercapitalized. The company never 
turned a profit. It closed an ill-advised 
European venture in 1983 after losing 
nearly $1 million. Hamilton funded such 
projects with advance contract pay- 
ments, and Inslaw fell in the hole. 
Warning that the company might go 
under, Hamilton insisted that Justice re- 
lease withheld contract payments and 
award Inslaw new contracts. Justice bu- 
reaucrats were unmoved. Complaints 
were rising from U. S. Attorneys about 
problems with PROMIS installations. “It 
wasn’t my mission to save private com- 
panies by writing checks,” says former 


AftHMtant AUfiriM 

rence Wallace “| t 
jusl wasn't performing " 

JZt fnsjowt complaint- 

>v Inslaw of departmental bias. ‘ We irot 

tired of then H S ay* another former 

J ;‘ "" ( >hinal “Our feeling was ‘How 

tlie hell can we extricate ourselves from 

Adds a top Justice official: 
You got it terrible us-vs.-them mental- 
ity. Everybody dug in, assumed the 
worst about each other. The atmosphere 
got very poisoned.” 

Jf ua ‘i this atmosphere, not the sinis- 
ter conspiracy postulated by the Hamil 
ton forces, that seems to best explain 
Justices sometimes questionable actions 
after Inslaw’s bankruptcy in 1985. 

According to some 
evidence, Brewer and 
perhaps others at Jus- 
tice unsuccessfully 
sought to convert In- 
slaw’s reorganization 

under Chapter El into a 
liquidation under Chap- 
ter 7, which would have 
shut down Inslaw Jus- 
tice’s intent, ruled 
George Francis Bason 
Jr., the bankruptcy 
judge who heard In- 
slaw’s suit against the 
department, was to 
“weaken or eliminate 
nslaw’s ability to press 
its contract disputes 
with do, i.” 

THE OFFENSIVE. In a 

sworn deposition to In- 
slaw last year, New 
York bankruptcy judge 
Cornelius Blackshear 
been told by William C 


he had ueen loiu ny wmiam 
White, the bankruptcy trustee then ban 
dling the case, that Thomas J. Stanton, a 
top Justice official, had pressured White 
to liquidate Inslaw, But the next day, 
Blackshear recanted his testimony, say- 
ing he had confused Inslaw with another 
case. Hamilton had been informed of 
Blackshear’s conversation with White by 
a Justice employee named Anthony J. 
Pasciuto. After Justice learned of his 
contact with Inslaw, Pasciuto recanted 
sworn testimony and later was forced to 
leave. Justice denies that any pressure 
was exerted to liquidate Inslaw. 

Justice officials in 1986 apparently 
supported a hostile takeover attempt of 
Inslaw by Systems & Computer Technol- 
ogy Corp., a small technology company 
interested in Inslaw’s customer base. A 
takeover would have forced Hamilton 
out of the company. The bid failed when 
Inslaw’s creditors refused to back it 

Justice, meanwhile, took over the 
PROMIS installation. It had previously 
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tv' ?Jtv software 

WfcO v «$ Had Kv« 

fttttvijv. It denied 

vNAtinsv. w hvh were not 

w had made mt- 
s>J v.*..;$ .'rv';'rioUr> enhancements to 

Jgs . v'o's MtOMtS with private ftmds. 

then wont 

,,, ; >><' otTonsno with Ins l 9$t> law suit 
. s;kv underestimated Hamilton’s pe r 
severeWCe ami s' as badly outclassed. 
While the department assigned a lone 
attorney, Hamilton was represented by 
several* law (inns, most with impressive 

connections. 






p m ■w ^ — 

■To prepare the action against Jtist ice, 

which alleged that the agency had mis- 
appropriated Inslaw’s proprietary soft- 
ware, Hamilton engaged Leigh S. Ra- 
tiner of Dickstein, Shapiro & Morin. 


^ r/»viww i Leonard 

ent represented Edwin ‘ Meese at 
Meese’s 1984 confirmation hearings, the 


firm 


“X complaint accused LoweH 

Jensen of helping to cai »se Inslaw s 
bankruptcy. Because of Jensens^ 
ship With Meese, the 

embarrassment 


1986 , shortly after the accusations 
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k cn pMwwlfe, m 



■A A 
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— k v\i to I 

dtfsw* Apparently At G s behest* 

Moose acK v>w lodged talking with G:\r 
ment &b it tnslaw Bickstein later 

nwi In^law as i\ client. Ami Hamilton 
hired Charles R Work, w oil connected 
partner at MelVrmott, Will <& Kmery . 
Judge Bason's decision in favor of In 




may be 


more a factor of Hamilton 


management than of any 


outside skulduggery 



slaw last September, and especially its 
harsh lan image, stunned the Justice 


jiiiioi. language, „ T , 

Dept He said Justice “stole Inslaw » 

software through “Wchery, fraud, and 

deceit” Bason, who suggested that Ins 

law had been the victim of a conspiracy, 


poisoned 

asphere between Inslaw a 
Last January', Bason wa 


Appointment to the bankruptcy bench 

Ami tv placed in S \Urtvn \Ye\ Jr,, a 
J ustice Attcnun with little Kmkmpun 
experience who h;tvi wriint OA the \np 
r os sc There ts no evidence thAl Jus 
Pee mftuoncod the selection* 
the Gourt of \ppeids, Vho Court did not 
explain its decision, but many observers 
think Justice's outrage over Bason's de- 
cision was a major factor. 

The seemingly malign machinations, 
coupled with Hamilton's new Brian- 
Moose conspiracy theory, has tired up 
media interest. Hamilton; a journalists 
dream source, readily disseminates elab- 
orate background papers, which helpe< 
produce uniformly favorable press cov- 
erage. This has helped Hamilton galv*| 

nize interest on Capitol Hill. , 

Despite the dearth of current evi- 
dence, congressional investigators may 
be able to assemble the pieces of a 
grand conspiracy. Discharged Dickstein 
attorney Ratiner believes there was con- 

spiracy. But he doesn’t *««*<*£» 

\ many observers 

more' likely— that the Inslaw s _ 

prove to be a ae^for ^™*^ 

discontinuities 
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rent 
increases seei i 

by landlords 

Afore 

unsteady market 

b.v mark heschmeyer 

lmr~L } !T S th " lhe *P* rtme n‘ industry's 
f PracT,Uoncrs hav<> fallen into have 
return to the basics for investors 
tod hkeK will mean an aggressive push to 
suse rents tn the metropolitan area 
The new deals to fund apartment con- 
v-uctaor and acquisitions are increasingly 
wore conservative. Joim-vemure owner- 

15 spreading out the risks; developers 

« «> their own profits onThe 

Unc **** Projects are fewer and further 
he; ween ; and the returns are coming from 
operations — not tax benefits 
Since the returns are coming from oper- 
ations, apartment owners are likely to try 
pushing across aggressive rental increases, 
zmna^ers and investors said. 

“There's nothing sexy anymore,” said 
^® ,ra H. Rosenberg, chairman of the 
Investment Croup, a joint-venture real es- 
tate firm with Perpetual Savings Bank of 
Alexandria. “They [new deals) are just 
gooc solid investments." 

Rosenberg is directing the spending of 
S 5C million of capital raised through 
StMBfefen Lehman Hutton Co The 
money is going into apartment projects, 
maav in the mid- Atlantic market. 

The return to the no frills approach in 
apartment investing is more than wel- 
comes by many rea estate investors and 

$M APARTMENT RENT. p*g« 16 

Justice Dept, blasts 
1 nslaw case verdict 
in appeals brief 

Bv BONAR MENNINGER 
After months of silence, the Depart- 
ment of Justice struck back recently in the 
be>..ihn£ Inslaw Inc. matter, charging a 
former bankruptcy judge’s ruling against 
ihe ageoev was driven by bias and riddled 
wuh flaws. 

The assertions were made in an exhau v 
. »c *5 3-page department brief filed June 
I? with Williams B. Bryant, a District of 
Columbia District Court judge scheduled 
to hear the government's appeal of the 

The department's filing seeks a new 
mar and tn language often incredulous, 
at times acerbic and occasionally sar- 
4 owk presents the first detailed picture of 
; Sc ' usnee Department’s side in the con- 
troven-ia; case since formei bankruptcy 
ege George Bason Jr. ruled against the 

wcrsiC\ l &sl full 

In u stunning decision. Bason con - 
ttsat Ju**»ce Department officials 

Sm JUSTICE (WO* 19 


ONI IHH.IAM 



0 NEWS 


*F | 


, T LTT *“ th, 

girs me of Sterling lor ihe ihuv nmmh« 
since iu prmdtnt trsigiKtl 

-2*"* aMnpUM1 and chief 

lln J ^ had dvued the 

^ of «uh chairman Hnhrn 

Shaw and adu cMo, Robert Newton Shew 
wid Newton makiiheu othet , XV m * 

**!*• "*"•* CAP prtodwit In D C, 

CAP Telephone named ivhum i f w U 

^ ashing! on operanom, 
Uwts. who had been vw* president, now 
has responsibility for operations m lhc 
" ashingt on metropolitan are* 

Thomas Gibbons bewmes chairman and 
chief executive 

Ridge w« II * complete* buyout 

Ridgewell s Inc., the prominent Bethesd.i 
caterer, has been sold tn Oucago-based 
Carson Pine Scott A Co to an employee 
group led by James Cau field. Ridge well's 
president , for an unchadoaed amount . 

financing came from American Security 
Bank and local inv estors ih.it included odi 
cers from Ohver Carr Co . Clark Construe- 
non. Steuart Investment Co . Johnston 
Lemon, Temporaries Inc, Circle Managc- 
ment Co. and Greenwood Investment Co. 


Skewed downtown market 

causes investors to worn* 


My A I, KX MONTAGUE 

^optn punching out pro forma, 

m dnwmown D,C. development* are 

Hiding H tin i riiMngly difficult to mak . 

priua is wm k on a cash flow ban* | n - 
vleml they are relying heavily on foreign 
invrttoi* to hail (hem out down the line 
with utp dollar purchase price., according 
li* numerous development and finance 
sources, 

Wluit t li.it means for the future of 
downtown dc vr | opine n t depend', 0 ft 
whom you ask 

Some say it is nothing more than a sign 
that D.C. development is acquiring some 
( the attributes of foreign markets, which 
typically are much more oriented toward 
long-term investments and capital appre- 
ciation than a quick buck from cash flow 

But some market watchers warn that the 
D.C. real estate industry is bang driven 
less by fundamentals than by ego and 
Steed — forces, they say, could shatter 
Washington’s image as a recession-proof 
mar ket , 

"Is there any pride in being the last ma- 
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Past-buck artists do a quick draw 


Caricaturists H 

draw al most ami mails 


Hy MARK CHUBB 

'hat lie Fulton is far from your typi^a; 
Jarlist as Tysons Mall is Irorn the Left 


- — vyarusi as iysou» •» 

R.nk of the Seine Instead of » sun-splashed Parisian landscape for a back- 
d^p hu su,,ouL';^r t fm-food ic5Uura«ts, jcwclr, »o,«. o»«.Kou, 

S s&rgssitrH 

It may not be what Fulton envisioa h hc i lttS come to know and like 

Academy of Fine Arts years ago, but i s J h n fmc art •* Fulton says of 
•*| felt that commercial ait was more honest than 

the career choice lie had to make, | n i9go, Fulton founded Car- 

And he's not the only one who ' h^jescribed as a loose association 

icatures for All Occasions, which he described ^ c ^ njRlSrs ^» 
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Golden se to start 
SI { million for MargkBtd piet 

By mark “Zsch3k.lt t - 

CfOMniiii Ktaky Cr^cn Qm^l wdk & 
fices is Roav.« ma tt 

one of the nos vahiaMe smqbs o£ 
lane tcft a*cc| 5. ecu t r c; ^ t 
W hiie F. _i ssacco, 

aamleiKenBfi 
rial hanking sucsclo.-. : jnMant ~ 
for Savings in MUa. GeUanr 
largest ti-f; ;a % *e» - r* 
posted two coGsecnc * 
million losses, ts i sm 
nounced staff vwfcnii ^ g . 

sidertag the safe of same anas aa . 
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corner :t Nrisoiacc .i;< 
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tance of W Lite Fim Shopneg v a! 

Minimum bid. fat fe sMe nsS tM 
S17 milhoc.. ir e . . la-r.v S-A i sqt 
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- dSt i° e Ales fiery brief to 


•jssbrsbshs* . 

«r UK r™ m2 for bankruptcy Egg 
According to Bason, the effort was nan 

2225 ,n t w in 

s to rn.lhon Justice Department contract 
Bason who awarded Insiaw $7 8 mil 
iion in fees and damages was Ik ‘ 
quemly denied reapoomim/n. ^ b € ' 
of Columbia bankruptcy judge. ** D,Str,ct 


cuse°hi° n in 

««« hmrsdf fromiS ca« ^° n - - 
Risked bearing, 

anyth.ng to do wot, USt,ce h « h» d 

"*»V’ the brief stat« "I? non *app°int. 
did not Cs - T 1 ** ^Plicd they 


22 *?!*" ruling 


^ teek 01 *"m 27, 196S 
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tunony, saying He was tk.u 

*?* The eo n vJSS?* 0f » <,i n^ 


In recent months ih r <*■«- u 
widespread notoriety i Th^ r ? d¥ ? d 
large part because no explanation*^'*' m 
provided by court ST 

B«on was not reappointed as judge. * * 

^IStetofS W i!! iara Hw»Mtoa, 

s oirar v ?T or * criminal con- 

officii Thor«M| by h ' g l;: level 1 usticc 

ton was todSi * ?’ Recording to Hamil- 
ton, was to deliver Inslaw’s litigation mm 

SttBttriSSrs 

Aj^^adW. Mcck. Brian h „ 

th ' reCCT, ‘y filed Jus, ice brief 
Hamilton’s conspiracy 
allegations, u attacks both the method 
andjlndmgs of the ruling that preceeded 


contract d^ c “ u^' '' plc,!l,t “« •« a 


According to the brief, 
t ®«*son relied upon 
‘tortured inferences 
unsupported innuendos 

^nd shreds o hearsay 
evidence’ in finding 
against the 
government. 


According to the brief, Bason relied 
upon tortured inferences, unsupported 
innuendos and shreds of hearsay evi- 
oence” in finding against the government, 
and displayed bias against the agency by 
subjecting virtually all government wit- 

n f^ es to *‘ savage, ad hominem and unju- 
dicial attacks by the court.” 


made to software contracted to the Justice 
Department in 1982. 

The contract’s request for proposal re- 
quired Inslaw to gram the Department full 
unlimited rights to case management soft- 

uutarA tkri r:— L* j j * - _ 




for installs 


In an extraordinary series of rulings, 
the bankruptcy court assumed that nu- 
merous witnesses from all parts of the De- 
partment of Justice perjured themselves 
— almost as a matter of course — to pro- 
tect their employer,” the brief states. 

Lawyers for the Justice Department 
also charged that Bason demonstrated 
dear evidence of bias by suggesting that 
his ouster as bankruptcy judge may have 
been the result of his Inslaw ruling. 

As a result of those public pronounce- 
ments, both in the press and in a letter to 


United Savings 


delays meeting 


amid 


Unncd Savings Bank of Vienna has 
pushed back its annual meeting from June 
20 to Aug. 29 because of a Securities and 
Exchange Commission investigation into 
insider stock trades reportedly tied to the 
merger of United and Richmond-based 
investors Savings Bank. 

United, a SSOO-million savings bank, re- 
cently signed a definitive agreement to 
merge with Investors, which has $2,1 bil- 
lion in assets . 

Earlier this month, United announced 
that the SEC was looking into stock trad- 
ing m United securities prior to the public 
announcement of the merger. 

The commission is investigating stock 
trades made by United executives, em- 
ployees and relatives of the savings bank ’s 
employees, United said. 

Robert J Lewis, United’s chairman, 
uud the adjournment would give the sav- 
ings bank more lime to determine the im- 
pact of the investigation. Lewis said the 
aiinouftcemeni would have no effect on 
the proposed merger . 


ware the firm had develoL 

, wv r™ luoiaiid- 

tion in 94 U,S. Attorney’s offices around 
the country. 

Inslaw agreed that the so-called Promis 
software, developed with federal funds, 
v.as in the public domain. However, three 
weeks after the contract was signed, In- 
slaw announced that it had developed with 
private funds an enhanced version of the 
software, and sought the Justice Depart- 
ment s permission to commercially mar- 
ket it. 

Since some of those enhancements were 
apparently funded through an earlier, sep- 
arate federal contract, federal officials 
were reluctant to grant the approval, and 
also feared the private sector marketing 
efforts would indirectly increase costs to 
the government. 

Meanwhile, according to the brief. In- 
slaw decided for efficiency’s sake to main- 
tain only one enhanced verison of Promis 
and not to keep a ‘stripped-down’ version 
for use in the contract . 

The growing, problematic dispute over 
the enhancements eventually led to a com- 
promise, known as modification 12, in 
which the government agreed to tempo- 
rarily limit distribution of the software to 
the 94 U.S, attorney’s offices, while In- 
slaw agreed to deliver the existing en- 
hanced, Promis software to the 
government for safekeeping in the event 
the firm went under. 

The agreement would be in force pend 

V 1 _ _ I - — I i* ^ Jh -r-fa A fa fa, iM-m. >A A iA j- m Jlk. 4^ 0 V\ 1 
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ing Inslaw’s complete accounting of the 

M | J A 


nig iioiaw a 

enhancement costs and resolution of the 
ownership issue, 

That accounting was never completed, 
and Insiaw entered into bankruptcy in 
February 1985. Although insiaw installed 
Promis in 22 U S. Attorney’s offices, the 
remaining portion of the implementation 
contract was cancelled. The Department 


contract was canccueu, i«j»iuu*ui 
of Justice subsequently installed the soft 
ware in 23 additional U.S. attorney's of* 


ware m XJ MUUJUUfldJ muvJ jhwj * Vi 

fices between June 1985 and August 1987. 
In his ruling. Bason had concluded that 

. _ _ i L a Ait li q Pf fMTi! V 


the agency’s use of the enhanced Promis 
following Insiaw’s bankruptcy violated 
the bankruptcy court’s automatic stay, 


the bankruptcy court - — 

which requires that creditors’ claims be 
frozen pending resolution of the bank- 


ruptcy. 

Not so, according to Justice officials. 
Modification 12 gave the department au 


«* , P . 


X* «*e. The conTe„;f l,l * ofadirr ^- 

=w- — * siS-siaa&SE 


SJtrras ro ,u,,r ° ; s & 

ria»S 0 "„ > ;L"° r a1r ,h ; ,h “ 

ernment with unlimited 

software.” the brief states *<tk h 
™ m ’* negotiators demanded™”””™ 
*g” f ">« contract, and 
refused, it would not have been awarded 
the lucrative contract 

1 ,H'’f al '^ t r W5 0f ,hc 8° v <rnment’i 
argument include: 

cvid en<;iary note Bason called a 
smoking gun” which proved ’’intense 
bias against Islaw” shows nothing more 
™ an an intention to gather information 

fract* 1 nS aw S P*^ 0 ™*"** on the con- 

fu,cd that the note’s author, c 
Madison Brewer, was motivated to harm 
Insiaw in retaliation for being fired by the 
firm some years earlier. 

”Of all the bankruptcy court’s un- 
founded findings, this is one of the most 
preposterous,” the brief states, “No fair- 
minded person could have reached such a 
conclusion, i he notes reflect nothing 

about what Brewer did or did not con- 
sider.” 

* Boon’s finding that Justice officials 
attempted to illegally convert Inslaw’s 
Chapter 11 proceedings into liquidation 
were wrong, since the agency never filed a 
motion asking for conversion. 

• Cornelius Blackshear, a federal judge 
in New York, originally testified in the 
case that a bankruptcy trustee in Alexan- 
dria had told him Justice officials were 
applying pressure to have the case illegally 
liquidated. 

A day later, Blackshear recanted his tes- 


Klackshev and admitt^th 0 ' * e *” Jud « c 
«ason to doubt that ,l had ‘no 

refused to believe the » 

fidavit,” the brief states. * (sccond ) af- 

comprehens'ible 51 exS^ 31 P ° ints in ' 

fusal is a graphic this rt ‘ 

w bose testimony was fl", L, any *««» 
ernment.” favorable to the gov- 

owners Will, am arvd NanaTHa^w JW 

cerning attempts to liquidate tnslaT 

court demonstrated that it w as unreasona 

Sit :* trUS !! Ul ° f the Un *‘ed SlaSftCTd 

that « could not be an impartial trier of 

And although Pascuito admitted on the 
JSS*, stand that be had lied to the Ham 


tons in order to damage his superior 
Thomas Stanton, “the court instead be- 

priori^' ‘ r ’ P hmsa> no, « » f “ lnsl>» 

h I I ^ k points up 

allegedly biased behavior by Bason, focus- 
ing particularly on his subjective credibil- 
ity judgments about the testimony of 
government witnesses. 

“Some of the court’s credibility find- 
ings were remarkable for their savageiy,” 
the brief states. “For example, of Mr, 
Kelly, Insiaw’s former general counsel 
the court said: “His hatred of Hamilton 
oozed from every pore; it was tangible and 
palpable . . . Kelly showed that he was ea- 
ger to iay anything to harm Hamilton as 
long as it would sound plausible ” 

“This vicious attack is not supported by 
a single citation to the record. This failure 
to identify the basis for the decision is re- 
versible error.” 
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Whistle Blowers Said to Back Up Inslaw 


bankruptcy. Justice argues that Inslaw's 
conspiracy theory obscures the com- 
pany’s own problems in fulfilling a 1982 


8y LEIGH RIVENBARK 

Washington software developer Inslaw 
Inc said three whistle blowers have 
corroborated the company’s charges 
that the Department of Justice intended 
to drive the company out of business. 

The company said the three, either 
current or former Justice employees, 
h.ve advised In slaw to interview three 

senior J ustice officials on DOJ s alleged 
role in forcing inslaw into bankruptcy. 

The three senior officials Inslaw wants 
to depose are deputy assistant attorney 
general Mark M. Richard of the Criminal 
Division, deputy associate attorney 


general Ronald L. Gainer of the Office 
of the Associate Attorney General and 
deputy assistant attorney general John 
C. Keeney of the Criminal Division, 

The information the whistle blowers 
provided indicates that the three senior 
officials may have knowledge regarding 
the alleged departmental 
according to a recent court 

Ongoing Battle 

Inslaw has been locked in an ongoing 
court battle with Justice over case- 
tracking software that Inslaw alleges 
Justice tried to steal by bankrupting the 

company. 


Inslaw attorney Michael Friedlander 
would not elaborate on the questions 
Inslaw has for Keeney, Gainer and 
Richard, but Inslaw’s July 7 court filing 
says the three officials ’possess infor- 
mation critical to a key issue ... i.e., 
DOJ’s interference with Inslaw's rela- 
tionship with its customers and creditors 
and DOJ’s interference with the efforts 
of Inslaw to reorganize pursuant to the 
protections afforded debtors under Chap- 
ter 11 of the Bankruptcy Code." 

inslaw has long maintained that, under 
pressure from Justice, U S, trustees 
planned to convert the company s 
reorganization bankruptcy to liquidation 


contract with the department. 

Whistle Blowers Consistent 

The July 7 Inslaw filing with the U.S, 
Bankruptcy Court for the District of 
Columbia said the whistle blowers 
“corroborated each other’s story," 
which is that Justice intentionally 
planned M at the highest level of DO] to 
prevent the successful reorganization 

of Inslaw " 

The Inslaw filing asks to proceed with 
the depositions as soon as possible to 
ensure that the three whistle blowers 
continue to cooperate and to talk to the 
officials while their memories are fresh. 

Two sources close to separate mvesti- 
rations ot the case said the whistle 
blowers provided attorneys with the 
names of the men to question. The 
sources also said that, at present the 
whistle blowers only can be identihed 
as former and current Justice employ- 
ee Justice Department has not hied 
a response yet but expects to e 
early this week, spokeswoman Amy 

f» Inslaw M .J™ 

notified the three senior 

r &em Srfjudge^re^ Robin- 

the depositions by the 

adversary proceed g before it. 

resolves * ssU ® s . ♦ a re quest to 

Inslaw’s July , 7 J l 'J Ae stay and allow 

depositions to ^^stice has 

issue a decision until ai 

had time to res P°* i lns iaw wants to 
Of the three officials ins May 
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names of the men to £ 

sources also said that, inmtr ' 
w histle blowers only can 1 

as former and curr, Just « 

The Justice Depaiimcnt h*. s <u. 

Sn^jd.^ ******* Amy 

Attorneys for Inslaw had ii ■ 
nobfied the three senior Justice omeu 
Umt Inslaw planned to take A^oors 
from them. Chief Judge Aubrey ftj&m 
son Jr. of the U.S. District Conn 
tne depositions bv staving 

adversary proceedings while the ec . - . 

resolves issues currents before * 
lnslaw’s July 7 filing .s a, necuest k 
K obinson to withdraw the stay and aritar 
depositions to begin. Robinson w w 
issue a decision until after justice hs $ 
had time to respond. 

Of the three officials InsL- >* 
depose, Keeney was the author xt. 

4 letter to Inslaw attorney C4«rles ftbtk 
Keeney wrote that the department 
Public Integrity Section wouk 
gate “certain aspects of 
allegations, referring to 
justice employees penur. 
during earlier tnal testimony 

Justice Request Denied \ 

I In a separate developme*uH^| 
William B. Bryant of the J..S srvt 
Court denied the Justice Department s 
request to rescind an order tkit proh<h v > 
three other Justice 0 nip 0 \ ees * * v ' a 
in tiie Inslaw case from wo;i ,g on **> 
project that might invo \c - 

Promis software. 

Justice feared that Inslfew w<|H 
interpret the prohibition as cc* e *. \v v e 
employees work on Proved h^g v v < 
department’s massive office auto "vxv 

procurement. 

justice asked Judge Brywrt 
the prohibition or hit the s;;* x 
July 6 ruling Bryant ivfuscv t. 
stay, according to attorn^ Fng ftWM 

Finally, two Justice 
volved with the Inslaw c 


v 4 


> * 


ft, 


■* V ^ *- 

V V > 


rf*r 

% V 


*1 


%. \ 


S? ft y 

% K * , ' 


a 


lAi % 


li t i V * r ^ v 




"V * 


K> 


capacities have left the dc.vi 
new jobs. 

Jack Rugh was ass sunt 0 ecto Vo 
information systems n the V . v 
Office of U.S. Attoniv^ s a v v 

by Inslaw as one of the er-o?o^v > * V 
supposedly worked ag^ r-st t v c« 'ty ' 
within Justice, Hugh left t s r elen- “ * 
for a job with a private oornp* *' ^ * 
career move, no; beca; sc o* t s e 
case, a Justice source said 

Dean Cooper, one of the 
arguing the case for the de***^ *^* * 
for a job as assisunt genets * 

the Federal Home i ah 

Com 


The Washington Post 



Friday, August 12, 1988 D3 


Meese Order Blocking Justice Officials’ Testimony on Inslaw Is Reversed 


By Elizabeth Tucker 

fan Suff HViter 


The dispute between Washingtor 
computer software firm Ins Jaw Inc 
and the Justice Department took an- 
other twist yesterday w hen outgoing 
Attorney General Edwin Meese II! 
directed department lawyers to 
Nocx two Justice officials from giv- 
ing oeccssttons co i Service subccr - 
ante because Jaw vers cor IesIiw 


also w'ould be present. However, 
Justice officials relented after a testy 
hearing before Sen. Sam Nunn (D- 
Gaj, chairman of the Senate perma- 
nent subcommittee on investiga- 
tions. 

Nunn, who criticized the Justice 
Department tor assigning depart- 
ment attorneys to its employees in- 
volved in the case rather than allow- 
ing them to set independent counsel, 
c. the tsng'ed Ins: aw case “raises 


serious questions of intimidation, se- 
rious questions of conflict of inter- 
est." 

The Inslaw case centers on allega- 
tions by the founders of the small 
company that the Justice Depart- 
ment tried to drive it out of business 
so that another company could take 
it over and sell its case- tracking soft- 
ware to the department. 

That a ’legation and a ruling last 
September by then-federal bank- 
ruptcy judge George Francis Bason 


Jr. that the department used "trick- 
ery, fraud, and deceit" to steal the 
rights to Inslaw’s product and drive 
the company into bankruptcy has 
sparked an investigation by Nunn’s 
subcommittee, 

Nunn hastily called a hearing yes- 
terday after Justice Department law- 
yers told his staff that Thomas Stan- 
ton, director of the department’s 
executive office of bankruptcy trust- 
ees. and Robert Hurmeycutt. staff 
assistant in that office would refuse 


depositions unless lawyers for In- 
slaw were excluded. 

The Justice Department had pre- 
viously agreed that as long as Justice 
Department lawyers involved in the 
appeal of Bason’s decision also were 
representing employees called to 
testify before the subcommittee. In- 
slaw lawyers could attend deposi- 
tions being taken by the subcommit- 
tee star: 

John Bolton, assistant attorney 
gT 's: jI :or tie coil divtssoti. Sold the 


subcommittee yesterday that when 
the depositions came up in Meese’s 
morning staff meeting, the attorney 
general said at that point we aren t 
going forward with depositions :f In- 
slaw’s counsel is present." 

However, after Nunn objected. 
Bolton said he would recommend 
f iat the new a toraey general, R-ch- 
ard L. Thornburgh, the degnst- 
ticns to jrxtec with Inslaw's actor - 
nevs present 
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GAO Criticizes Ethics 


Of Justice Department 


An«ociated Press 




■ > i 


Washington 

The Justice Department, 
unlike other federal agencies, 
does not require employees to 
file confidential financial dis- 
closure reports and has failed to 
periodically evaluate its ethics 
program, congressional investi- 
gators said yesterday. 


'rite General Accounting Office 
said formal ethics training has not 
hern provided to everyone at the 
department, either. 


"The Justice ethics program 

contains man v of the basic elements 

I p 

required b\ law and regulations/’ 
the <; AO said, “However, certain re 
quirt'd elements are missing. 


< * 


The report was requested in 
December In Representatives Wil- 
liam Ford, D-Mich., and Gerry Sikor- 
ski . D-Mlnn. Ford is chairman of the 
House Post Office and Civil Service 
Committee; Sikorskl is the chair- 
man of a subcommittee on human 

resources. 


Sikorski said his panel observ- 
ed t hat the Justice Department “has 
failed to maintain an effective sys- 
tom of preventing ethics violations 
bv DGJ employees,” 


He cited questions about then- 
Attorney General Edwin Meese’s 
stork holdings in seven regional 




* ’SHI «$ 


Y\ 


telephone companies, and a June 
1 987 letter by Meese’s wife Ursula to 
a federal judge in Tennessee re- 
questing leniency for a family 
friend who was awaiting sentenc- 
ing. 


At the Justice Department, eth- 
ics programs are handled by the 
various divisions. Allegations of eth- 
ical misconduct are reported to the 
Office of Professional Responsibili- 
ty, which reports to the attorney 
general. 


Hike all high-ranking execu- 
tive branch officials, top people at 
the Justice Department must file 
public financial disclosure forms 

Under the 1978 Ethics In Govern 
ment Act, 


At other agencies, many civil 
servants are required to file confi- 
dential financial disclosure forms 
that show assets, investments and a 
spouse’s Job. These forms are a vital 
tool in spotting potential conflicts 

of interest. 


“Confidential financial reports 
normally are required of employees 
who have significant duties and re- 
sponsibilities and who are not al- 
ready covered by the public report- 
ing requirements,’* the GAO report 
said. 


Justice Department employees, 
how ever, are an exception. 


41 5-777-1 111 


25 CENTS 



13 


MM 




VOLUME 7, NUMBER 16 


ONE DOLLAFi 




Inslaw files answer to Justice appeal 


By B< >NAR MENNINGER 
Inslaw Inc, recently filed an answer in its 
appeals battle with the U.S. Department of 
Justice over a controversial bankruptcy 
court ruling made almost a year ago. 

I he ] 72-page brief was submitted Sept. 2 
to Williams B. Bryant, the District of Col- 
umbia District Court judge scheduled to 
hear the Justice Department's appeal. 

In the ruling that Justice is appealing, 
former U.S, Bankruptcy Judge George Ba- 
son Jr. said that department officials dis- 
played a “wanton disregard of the law” 
and used “trickery, fraud and deceit” in an 
attempt to drive Inslaw out of business and 
steal its proprietary software. Bason 
awarded In slaw $7.8 million. 

In slaw’s answer follows the June 3 7 filing 
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also charged Bason’s ruling was driven by 
bias and riddled with flaws. 

n its Sept. 2 brie Inslaw outlines and 
defends Bason’s ruling, 

“In short, the facts found by the Bank- 
ruptcy Court paint, in exacting detail, a 
profoundly disturbing portrait of a govern- 
ment agency that was wholly indifferent to 
the malfeasance of its employees, and will- 
fully blind to its legal and ethical obliga- 
tions,” Inslaw’s brief states. 

Judge Bryant is expect to make a decision 
on the appeal before the end of the year. 

Meanwhile, the Senate Permanent Sub- 
committee on Investigations continues its 
inquiry into facts and allegations surround- 
ing the Inslaw matter. 

The subcommittee has bees invesJ^atr . 
I nslaw president ilHam Hamihor afleg 

tkms that the efforts to put bis cotupauy out 
of bu sinew w e re engineered by fotnrfjj||H 
lornev General Edwin m 

-D deliver so::* are 
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Inslaw Responds to DOJ Appeal 
Amid Lengthy Court Delays 

By LEIGH RJVENBARK 



The latest round in the legal fight 
between Inslaw Inc. and the Department 
of Justice begins just as the bankruptcy- 
court’s original scathing ruling against 
DOJ reaches its first anniversary. During 

the past year, little has been resolved 
in the highly publicized case. 

In September 1987 former U.S. 
Bankruptcy Judge George Bason Jr. 
ruled that DOJ intentionally misappm 
priated Inslaw’s case-tracking software 
through "trickery, fraud and deceit 

Those three words have found their 
way into almost every brief either side 
submits in the bitter and long, drawn- 
out case, including the most recent brief, 
submitted Sept. 2 by Inslau's attorneys, 

Inslaw is a Washington, I.) C. software 
linn specializing in legal software, and 
its primary product is the ease-ton king 
package Promis. 

In 1982 Inslaw won a $1<) million 
contract to install Promis in the 94 U.S 
attorneys’ offices. By early 1985 Inslaw 
was in Chapter 11, or reorganization, 

bankruptcy. 


Heart of the Charges 

What happened between tht 1982 win 

and the 1985 bankruptcy? Inslaw alleged, 
and Judge Bason’s ruling agreed, that 
over those three years certain DOJ 
employees carried out a vendetta against 
the company, wrongfully cut oil pay 
ments to Inslaw and planned to expand 
use of Promis despite a court-ordered 
stay blocking further expansion of the 


software. 

inslaw also maintained that, under 
departmental pressure, a U.S.^ trustee 
tried to convert the company’s bank- 
ruptcy case from Chapter 11, under 
which the company could reorganize, to 
Chapter 7 , under which Inslaw would 
havp heen liouidatcd. 


Inslaw won the first round a year ago, 
but DOJ is appealing the case — in 
district court, not in bankruptcy court. 
I he department’s massive June 17 brief 
denied the right of a bankruptcy court 
to rule on Inslaw’s allegations against 
DOJ because DOJ considers the case a 
contract dispute. DOJ said the case is a 
contract matter blown out of proportion 
by what it called Bason's personal bias 
against DOJ and Inslaw’s attempts to 
drum up publicity for the case. 

DOJ alleged that Inslaw failed in its 
execution of the contract and is covering 
up its failure with the adversary case 
against the department. DOJ also ques- 
tioned the business acumen of Inslaw 
president William Hamilton. In turn, 
[nslaw questioned how DOJ allowed C. 
Madison Brewer, who had previously 
worked with Hamilton and whom 
Hamilton had fired, to remain the 
department’s project manager for 
Promis. 

New Evidence 

Now the latest document in the case, 
Inslaw’s response to DOJ s appeal, has 
appeared. T he brief reiterates the mam 
points of Bason’s September 1987 ruling 
and contends that the : u ling and the $7.8 
million award to Inslaw were correct and 
appropriate remedies. DOJ hab 30 days, 
or until Oct. 7. to formulate its rebuttal. 

District of Columbia District Court 
Judge William Biyant will hear the DOJ 

appeal case, but Bason will not hear the 
bankruptcy proceedings. Bason wiis 
pass* id over for reappointment to the 
District of Columbia bankruptcy bench, 
and his term ran out m early February 

or this year . 

w & 


DOJ claims that Bason, who formalF 
protested his mandatory departure, was 
biased against the department because 
he believed DOJ was behind his 
departure, as a punishment for Ins 
favorable treatment of f nslaw. 


Expensive Delays 

Meanwhile, the bankruptcy proceed 
ings are getting started for the first time 
since February. Two replacement judges 
have recused themselves. 


The delays may have been expensive 
tor 1 nslaw. The company’s plan ol 
reorganization and a $2.5 million deal 
with IBM Corp, to pul) Inslaw out of 
bankruptcy have had to wait until a 
bankruptcy judge was found. The bank- 
ruptcy court must approve these plans 
The bankruptcy court also has to rule 
on Inslaw's attempt to take depo >i lions 
from employees of AT&T Co. 1 nslaw 
claims AT&T muscled its way onto 
Inslaw's unsecured creditors committee 
and frustrated Inslaw’s attempts to 


reorganize. Bason had approved Inslaw’s 
request to depose AT&T employees, 
but AT&T’s objections have postponed 
any depositions until the new bank- 
ruptcy judge can decide the issue. ^ 
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ankruptcy proceedings 
. of Washington software 
W firm Inslaw Inc. — the 
company battling the Justice 
Department after a judge ruled 
that the agency stole Inslaw’s 


software — are back in court 
after an eight-month delay in 

finding a judge. 

The original judge who ruled 

against DOJ was not reappoin- 
ted in February, and two other 
judges have since recused t hem- 
selves from the case, claiming 
conflicts of interest. Now Balti- 
more bankruptcy judge James 
Schneider is in charge of the 


controversial case. 

Schneider ruled in Ins hist 
hearing Oct. 14 tot I«** 
could not throw Ai & 1 ( " 

its unsecured creditors cominii ’ 
tee Inslaw has long maintained 

that AT&T muscled if 
onto the committee and «* 

working to undermine- Inslaw s 
reorganization. Hut I n ■'law s 


complain! against AT& . !'*/?:* o 
more like a lawsuit than a 
bankruptcy matter, Schneider 


said. 

Apparently, Inslaw agrees 
with the court’s assessment. 
As part of the bankruptcy 
proceedings, the company had 
to list potential subjects of 
future lawsuits it might bring. 
Among those on the list were 
AT&T, Hadron Inc., which 
Inslaw alleges wanted to obtain 
Inslaw’s software, and Ear, 
Brian, an associate of former 
Attorney General Edwin 


Meese. 

inslaw's filing says Brian * 

company, lnfotechnology. con- 
trols a majority of seats on 
Hadron’s board. 
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Sematech 

kook-A-Like 

To Fly 

BYJPfc T E R PE S ELDING 

?.® OEl Ffinice— A joint, 

roulti billion ‘dollar effort by Eu- 

u>pc*N largest electronics companies 

Ev> ^ ci manufacture ncxt- 

genetaiion microchips is about to 
got oil the ground after months of 
delays, according to representatives 
ot the companies involved 

1 he Joint European Semicon- 
duetoi Silicon (Jessi) initiative, 
u inch will aim to produce micro- 
chips in the 0,3-micron range for the 
loops, ha> been unde negotiation 
lot the better part of the year. Talks 
hu\c maini v involved Europe’s two 
biggest electronic firms, Philips of 
the Netherlands and Siemens of 
\V< .‘St Get many. Recently, however, 
progress lias apparently stalled. 

But at the IT C 88 meeting here, 
officials from both companies af- 
fi nncd that Jessi will go forward, 
with possible participation by 
I homson of I ranee, I mope’s thud 

largest electronics company. 

“ 1 he amount of money is huge, 
more than one big company can 
i ion!," said Kurt Garbrecht of 
Siemens, vs ho added that Jessi 

(Continued on page 1 2) 
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Vs. Metals. 
Du Pont, The Aggressor 


1 ‘ 1 1 


- BY ANNE ANDERSON 

ci £ ■ wssss 

intends to push its materials into use by making components parts and 

raw "mateSluppI 1 ,^: ” ™ S * 3 Substantial chan * e {rom ^ ** * 

We are beginning to realize that materials engineering as [it has 
oeenj practiced until now is not capable of meeting emerging needs” of 
end users, J. Michael Bowman, director of the composites division of 
Du Pont, told a small group of reporters here last week. “Profoundly,” 
he said, there is “a discomfort with the kind of conceptual thinking 
required for designing with advanced materials.” 

“An abundance of advanced 
materials already exist, are well 
proven and are ready to be im- 
plemented,” Bowman noted, 

“Major material inventions are 
not required to get started. The 
initial investment is in place. 

But we have not yet begun to 
use these materials as efficiently 
or effectively as we can.” 

There is another great im- 
petus to get these materials into 
commercial use: money. Du 
Pont expects the market for ad- 
vanced composites to grow to 
$20 billion by the year 2000. 

(Continued on next page } 
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Watergate’ Scandal Lurks At Justice Dept 


BY LUCY REI LLY _ 

An alleged computer technology conspiracy involving 

lop l S government officials is “a lot dirtier tor the 

Department ot Justice ban Watergate was a sonfi 

dciiiiat high ranking Justice Department official recently 

told the U.S. Senate Judiciary Committee, according 10 a 

secret memo obtained by New Technology Week 

I 1 v i ini .'kit .MVtmO ( vf I 1 1 t * I 11 s. 1 1 t t * Denartment. charged 


I |»e involvement ot the Justice Department 
n a V 8 million lawsuit last year wiih “trickery, fraud 

its attempt to Meal the rights 

Wash urn ton. D ( based computer software firrr 


and deceit 


liltk s 


tup agency officials in a conspiracy to undermine one 
computer firm and award the winnings to another, p|| 

well-known firm, the memo alleges ,, 

“It’s not just the breadth of it, but the depth of it, 
i he* memo quoted the confidential Senate informant 

^Presidential appointee and former deputy Atiorney 

General D. Lowell Jensen engineered ‘ he< ^ e ™ . 
software firm in order to liquidate it and give the bt^ness 

■ to friends, the source told the 

3 addition, committee members on 4 / 







XT'' 


DOJ Scandal. 

high-ranking J us ,; ce ofn • . * " <Con " nu <* from page ,j 

structured by Jensen, ,h en "econ^' Cons P^acy 
f he memo, written lac, 1 ’ tf j e sour ce noted. 

blackballed Washington comn",^ , y ° fficers of *hc 

revealed conversations that rerun^l i fl ?*> ,ns,aw Inc., 

nimee. In the memo, lnS^^?^“ dic ^ Corn- 
er, charges the Justice Denariml , 'T' mmHamil, on 

Inslaw out of business steal ii !,,*'' lntem ,0 drivc 
massive sweetheart contract*' * sof,ware ’ a "d award a 
by Mccse associate Earl Brian n * com Pany controlled 
as health and wel fare ™ Bna " served with Meese 

Ca ‘‘If r A? 8uberna . ,orial Cabinet untiU^J*" 1 Reagan ’ s 

what really ha^ hap^l/in^he , Thornbur 8 h knew 
fire a number of ^ fe 1 *™ ca **» he would 

government screes" d aCCOrdi " 8 t0 ,nslaw a " d 

undeTzv^^c^ ThVur z°r racy r “ 

ruling last year again", the J US Z DepSn^the 

JuZTofZ'als fil'd C3Se “ fa 1 fr ° m com P |ete - In J une, 

cXmT n" Writ ' en bricfs are before the ofstric? of 
Columbia District Court Judge Williams Bryant. Bryant 

Novembe^ l ° ***** arguments re 8 arclin g the appeal in 

However, the most significant update in the case 
appears to be the recent requests by an internal Justice 
epartment watchdog agency to question key witnesses 
for the first time in its more than two-year-old internal 
investigation. Justice’s investigation coincides with a 
separate probe by the Senate Governmental Affairs investiga- 
tions subcommittee, headed by Sen. Sam Nunn (D-Ga.). 

DOJ’s Office of Professional Responsibility requested 
at least three key witnesses in recent weeks to undergo 
questioning regarding the Inslaw case. Witnesses con- 
tacted include Inslaw’s Hamilton; Leigh Ratiner, former 
Ins.aA legal counsel; and former bankruptcy court Judge 
George Bason Jr. While neither Hamilton or Ratiner 
have responded yet to the requests. Bason agreed to be 
interrogated Nov. J. 

The Justice Department’s two-year delay in contacting 
essential witnesses in the case has prompted sources close 

„ -T ^ ^ * _ ^ ^ a L ^ * 

to 


essential witnesses in me cave lias pjumptcu suui icb uuac 
to the investigation to question the recent interest. 

Previous concern expressed by the courts, government 
officials and Inslaw regarding the handling o the case 
appears to have gone unheeded by Justice officials. 

“Mr Meese chose to ignore the [Sept. 1 987 j ruling, cunnucmiai anu proprietary miui maumi it-gaiui 
whether or not Attorney General Thornburgh will do Inslaw to DOJ officials after visiting the D.C. softw 
anything in that regard, I just don’t know,” Bason told firm in 1985, Inslaw’s disclosure statement states. Will 

New Technology Week recently. “I tend to suspect that a year, SCT initiated a hostile ukeover of liislaw a 

he will wait until after Nov, 8 [U.S. Election Day). 

As the former bankruptcy judge presiding over the 
lnslaw Chapter 11 f ling for reorganization, Bason was 
accused by government officials of siding with the private 
firm in his decision last year to award lnslaw *7.8 million 
in damages. When his reappointment to the couit came 
up early this year. Bason was denied a return to the bench 
without explanation. Late last month, Judge James 
Schneider was appointed as the replacement for the 
lnslaw bankruptcy. A court hearing is scheduled for Nov. 


^ regarding the approval r»f ■ « 

■cSS3r& d - , * 

slaw pronovil in ^closure statement ; 

System software into Inslaw's MOnff,* 5?* n *«e<nem 
prehensive Justice Information S«tem UL f AW and Com ' 

" Place of Inslaw’s hierarchical d '" , " Warc P rod ^^ 
slaw, in order lo guarantee repavtm'n| b ^ C ,- manaeei ’ ,n 

unsecured creditors, would give up uVlr- ! SS* owcd » 

sions ol its soltwarc products and ° be ver " 
interest and royalties to IBM if he n£„ Pay subs,a ”tial 
Also contained in the Or i? ? , “ a PP r °v«d. 
fiisJaw charges that Justice 

numerous players, including AT&T lnfnr,nlo of 

terns, and Systems and Computer Technrdn^ 0 " Sys ' 

Pennsylvania, in its attempt 0 JSShS P ' ? f 
corporate world. * narni lnslaw in the 

AT&T Information System'. cnt#»r#*ri ... * 
contract in August 3&Bg* 

firm s software products to operate on the AT&T Uk 
series of computers under AT&T’s UNIX System V 
operating system. AT&T was to market the resuh.ne 

s ° r,ware s y s,em *o smaller and medium* 
Sl “ d j, a * flrms throughout the United States. 

&T was to loan lnslaw— against future royalties to 

be paid to lnslaw for the sale of the UNIX version of its 

law firm software-about $545,000 to reimburse the 

ATAT iny ^ or . tbe cosls of porting the software to the 
AI &T operating environment. AT&T anticipated sales 

?n n ° d 10 V'cW royaky payments ,0 lnslaw 

of about $30 million to $4<> million, disclosure statements 
say. 

The projected royalties constituted one of lnslaw \ 

most significant assets at the time of bankruptcy filing in 

February 1985. Consequently, upon Inslaw’s filing, 

AT&T took a series of actions to breach the contract in 

violation of the court’s automatic stay, lnslaw documents 
charge. 

Shortly thereafter, Al&I — without the knowledge ot 
lnslaw ’listed itself as one of the 20 largest creditors in 
the bankruptcy and asked to be appointed to the 
creditors’ committee. lnslaw didn’t list AT&T as a 
creditor because the contract was considered to be an 
asset, Hamilton said. However, Inslaw’s attempt to 
remove AT&T from the committee was overruled by the 

*1 " | ■* * a *•* 

itmr i « I /I i'll ,1 ft ** «* i v m . 4 11 II - I * A * . I 


i emu vc moo iroiTi me cominuiee was overruiea oy 
bankruptcy judge in a hearing Oct. 14, Hamilton said 
The other Justice ally, Malvern, Pa. -based Svste 

i 'Armani fiur aI Au ti .xr c/^'r 


i ne otnci jusuce any, Maivcm, ra.-oaseu ,>ysu 
and Computer Technology, or SCT, allegedly discUi 
confidential and proprietary information regard 
lnslaw to DOJ officials after visiting the D.C, softw 
firm in 1985, Inslaw’s disclosure statement states. Wit, 
a year, SCT initiated a hostile takeover of lnslaw a 
attempted to interfere with Inslaw’s business relain 

ships, the statement continues. 

However, an August 1986 bankruptcy court ruli 
granted Inslaw’s request for a six-month extension 
filing its plan of reorganization, effectively quashi 

PAUpr hiH 


SCT’s takeover bid. 

Inslaw’s 1985 bankruptcy filing erupted out of a bit 

dispute that has raged between Justice and the s0 *j w ^ 

firm since 1982. In March 1982, Justice — “ 


(Continued on page 
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ft OfiMtn 1 ft# iff} /i/i'jf/iJ f) t 


three-year, $9.9 million conini. i u, 1,1 - 

2?,* ■ffilS ,"i! "? pSSmTmut K 

system— named PROMIS 

cases through the crimiii-.l , ! •»* 1 r-U 

developed the sv^ w 

in n prom institute Tor Law and Sot lal 

*** k «"•< 

enhnnrprl • n ‘t dw announced it IiiiiI .l< v. lniied 

h . ^ Ve . rslon °< PROMIS 

mtnt s permission to market it commercially 

rm^?S , ^r refchul! 

nm d .f hr0 V gh prev,l),ls povernment fund-. in ...biition, 

* officials feared that commeinal im.h f .-ini K w.,ii|,| 

crease costs to the government. Iir.law oft,. < ,i , i,.„ Hr 
usttee eventually stopped payment'. n> lie, law on the 

P»A r Nii : | l e Char8 ! n8 ,he firm dcfau,lctl by ImltltK It) install 
PKOMIS on schedule, overcharging lhr govrimnnii and 

illegally attempting to sell software d<-vr|.,,,rd 

government contract. DOJ’s icfusal to pi i„..i.«w 

eventually forced the firm into banktitpii y sum . hug,. 

portion of its business was devoted n> thr f ■> ),, . a | 
contract. 


Two lop Justice ol ficials were responsible jim hailing 
payment and attempting to put the linn out ol business. 
Inslaw officials claim. C-. Madison ”ltii< k" litcwcr"— who 
was fired by the software In m m 1976 -.lioulil h av<* he*Cll 
disqualified by DOJ from his position m Overseer 00 the 
PROMIS contract for conflict of inlcrcM, Hamilton 
charges. 

When Hamilton initially complained to DO I, he* was 
told that Brewer was not Inslaw’s only piohku), the 
firm’s recent disclosure statement notes. 

“There is a Presidential Appointee in the uni ml 
administration who is so antagonist)* to PKOMIS and 
Inslaw that I have to mancuvci to keep him away from 
the meetings of t he l J.S. Attoi ncys tor fear flint 1 m will so 
poison the well that the nationwide project will haw no 
chance of success,” the disclosure statement quotes 
William Tyson, director ot DOJ’s Executive OPk< lor 
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U,S, Attorneys, as lelline tt 

While Tyson never^ 
appointee, Hamilton and «* 

Said they believe it was iotse^ 

Inslaw officials accuse Jeni 
downfall, claiming a bineraes* m 
unsuccessful bid to sell a a -~- 
PROM 1 S to district aftor&rvr' 

California in the 1970s. CaU {We 
was fdged out by Hamiltn»v 
installed previously. 

While Inslaw’s concerns veae - 

lustice officials were naaowfej;^ - ■ - 

contractor and aware “e PROMIS tamtam* m 
associate, Earl Brian. c:_~ - -V7 „ 

tiler Inslaw’s banknqjtcy Om*. — - . ■«**» 

Jensen’s recommendatjon to iers* tf 
potential of the contract by — p ■ ifTmj ; iy 

include virtually everv Jag “ 
throughout the country. 

Jensen’s recommendation, i 
call tor the procurement o 
hardware and software for 
of I ices, as well as tor the Im~icra' 

Service, the Bureau of Prisoas, a 
Service. Project Eagle was to r 
initiative in the history of the J 
documents state. 
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DOJ officials then subnaiia; 
dom vendors to develop, insia. 
ioi the Project Eagle corr. r-j:ers 
include software tor word rrocessssE- 
eleciiomc exchange of too a:c_~r';i.. i 

access to external legal data base services sads as LEXIS 
WEST LAW, AND JURIS, coart docMois stale. 
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1 urthermore, justice $ai^j 
Case-tracking software v:_ - 7 

Project Eagle procuremesi. However, 9 D 
oiigmal proposal was released. DOJ oflicidfe ined 2 
technical amendiM^nt to the p ro a ra ot, DO/ 

had the option to install PROMIS oc ?*: or 
computers, DOJ officials ac~ : rc . — ■ re*. :r. 
District Court pleadings. 
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Will Probe Coincidences 


INSLAW’s Next Round Up Soon 



0v Frep Strasser 

NiImuI Uw JmtmI Reporter 


pw~i 


WASHINGTON - Wbfe ** 

INSLAW, a computer aoftware 

"“fSSSiS? SSiStin Nunn. D-G*_ said the 

raae^adliim pussteL “There are Jus* an awful lot of 

nninridencea." he observed privately. 

INSLAW -,**a of allayed conspiracy and 

cover-up la a blsarre story at best By no means over yet 
t he next step will be a bearing of allegation* against the 

M^rto, INULA W”. attorneys tor *° 

rwt n* c. 1 a buikruptc/ }udf« in Baltimore will hear 

evidence on INALAW, contention that thc law Hrm^to 
protect Its relationship with then Attomey Oen*^ “T*® 
Mmm HI and other senior department ufflclala. ac*^ 1 
against the company’s interests and engaged In “unet 1- 
conduct.” INSLAW la aeeking to deny Dteksteln more 

than UOOJOOO in attorney fees. 

QMSUln, whose md1<x partner lewnard Ottm*** rep- 
resented Mr Meeae during a 118k independent cceinae 

Isni ttgatfM. said It gave INSLAW fuU 

wniaUon and will fight for Its teas. Is re OIBLAW, WO07e. 


"We are yet to have our day In court," said the Arm's 
Robert J. Higgins, who Is handling the esse* ~ Everybody's 
printed INfllAW 1 ! charges tnd finally they are going to 
have to prove it. What they've got is. . -double, triple, 
quadruple hearsay. . .The allegations about our law firm 
are categorically untrue, but charges are much more In* 
terestlng than denials," 

INSLAW has claimed for years It was the object of a 
deaartmeotwtde conspiracy to destroy the company and 
to ltra * Its ewe- tracking software. U.S, Bankruptcy Judge 
George Bason Jr. in D.C. largely agreed. Calling the de- 
partment's conduct “outrageous," he awarded INSLAW 
$&8 million in damages In February and suggested less 
than proper behavior on the part of former Deputy Attor* 
ney General D. Lowell Jensen, now a federal Judge in San 

Francisco, and other ranking department officials. 

Judge Bason noted several of tbs coincidences that 
struck Senator Nunn: 

• The |10 million contract was handled by a fired, for* 
mer employee of INSLAW. And Judge Jensen, then 
date attorney general, never Investigated INSLAWs 
complaints about him, aa the law required 

• A federal bankruptcy Judge, formerly a bankruptcy 
trustee, said in a deposition be had bsen improper ly P 1 ^* 
sured to help liquidate the company, then recanted hu 

Cimthtw&l on pupe ** 









IN SLAW Hearing to Probe Many ‘Coincidences’ 


Continued from page 3 

testimony the following day after a vis- 
it from Justice Department lawyers. 

•Another department official told 
Judge Bason that he'd bcCn pressed to 
liquidate the company. 

• The deputy director of the Office 
for United States Trustees recanted his 
testimony about INSLAW’s , mistreat- 
ment on the stand. 

Then, the fate of Judge Bason him- 
self entered the picture when he was 
not reappointed to the court. 

INSLAW’s lawyers have suggested a 
motive for gill this. INSLAW’s presi- 
dent William Hamilton said he re- 
ceived a call in April 1983 from 
Dominic Laiti, chairman of Hadron 
Inc., offering to buy the company to get 
into the criminal justice software busi- 
ness. Mn Hamilton said when he re- 
jected the overture, Mr. Laiti boasted 
of political connections and said, "We 
have ways of making you sell." Mr. 
Laiti has said he J does not recall the 
conversation, i 

Later Mr. Hamilton learned that a 
company chaired by Dr. Earl Brian, 
who served in then-Governor Reagan’s 


California cabinet, held a majority of 
seats on Hadron’s board. Hadron later 
won another major Justice Depart- 
ment contract. 

INSLAW, represented by Charles R. 
Work of the D.C. office of Chicago's 
McDermott, Will & Emery, said litiga- 
tion counsel Leigh Ratiner actually did 
a fine job on the case — until he was 
forced out of Dickstein. 

His separation agreement bars dis- 
cussion of his departure. INSLAW sug- 
gests in the story laid out in the 
pleading objecting to Dickstein’s fees 
that it stemmed from Mr. Ratiner’s ag- 
gressive advocacy, including dragging 
Judge Jensen into the suit. 

i 

The company claims that the new 
bankruptcy judge, James F. Schneider, 
can reasonably conclude Dickstein 
bowed to pressure from Mr. Meese and 
the department to end the N SLAW liti- 
gation on the government’s terms. As 
key evidence, INSLAW cites a conver- 
sation between Mr. Meese and Mr. 
Garment, which it said was not report- 
ed to the client and which has still not 
been described; the dismissal of Mr. 
Ratiner; and the firm’s push for a set- 


tlement before conducting discovery. 

INSLAW said the first signs of trou- 
ble cropped up after Mr. Ratiner circu- 
lated a May 1986 draft complaint that 
named Judge Jensen 54 times. Other 
Dickstein lawyers reportedly deleted 
any reference to Judge Jensen. 

Two months later, Mr, Ratiner said 
he had asked Mr. Meese’s friend — E. 
Robert Wallach, then of counsel to the 
firm — to speak to the attorney gener- 
al about INSLAW’s problem, Mr. 
Wallach said he would also try to ‘ de- 
sensitize" Judge Jensen on INSLAW, 
but warned that the company should 
not embarrass the former official. In 
September, Mr. Wallach reported 
Judge Jensen was behind the depart- 
ment’s refusal to settle and "queered" 
Mr, Meese on INSLAW. 

In October, shortly after news re- 
ports of allegations about Judge Jen- 
sen that Mr. Ratiner had eventually 
included in his complaint, Mr. Ratiner 
was asked to leave the firm. INSLAW 
claims Mr. Ratiner said the managing 
partner told him "Garment’s political 
motivations were an important fac- 
tor,” which Mr. Garment flatly denies. 


INSLAW also claims Dickstein at- 
tempted to force a quick and harmful 
settlement. On Jan, 7, 1987, just before 
discovery was to begin, Dickstein law- 
yers allegedly told Mr. Hamilton the 
chances of winning the case had sud- 
denly deteriorated and the company 
should settle the next day. There was 
no settlement, however, and the next 
week Mr. Ratiner, still at the firm, 
withdrew, warning Mr. Hamilton that 
Dickstein lawyers "would not seek the 
evidence” to win. 

The final step, INSLAW said, came 
the next day when Dickstein lawyer 
Michael E. Nannes urged an immedi- 
ate settlement on terms that were “ut- 
terly unacceptable," and led the 
company to believe its lawyers had 
abandoned its claim. 

INSLAW tried to block payment of 
nearly $150,000 in early 1987 on *he 
same grounds, but the firm withdrew 
its application for interim fees. 
Now the question is whether a new 
judge will agree with Dickstein that 
“INSLAW’s objection is scandalous 
and defamatory, and should be 
stricken,” 
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Adding insult |q injury, 
when Justice Department attor- 
Acys appealed Bason's decision, 

Continued on /'age 54 



Bill Hamilton 


it|.‘v * * * • •! hit in inti 1 mi 1 1 . » 

|iiU|lli if, t|u< vHoin ,1 lilt 1 1 nljlii 
ini* i% (Mill iMji)t*Mi i| Hull 1 1 * .4 

»i> rfttMu ndt hi • • tipcMiiH him 
HOlt hi Ml" HlitHl.t Hit |M>I|| 
lit, Mil ill Hit « itt* 

'll III* iU‘> itiHil Hi i tilli nil 

iMliltlA HiIMIH ill Ml ill 

III lilt k ’|l|r i cid Il'VHni tlHi' 
>|litlh h < Mpcpiii |t hit I IlStl I isiia 

Mil'll I rt||\ * l|M I > I ’I ( ,1 Ml II \ H U 

I* ill! limlinj. * vi ill 

■ 

'* tl* \l|» l h M J| * | f V % I* •*%,*(, 

' 1 1 jHM'l h Milt u o*t| 
Vlihviu^h no vi i Miiii 

IHuHiM.I Imm| htr h til,. I Inf dll 1 
i "Hi 1 ll* 1 ft v • tliMi'ti l Mill )H- d ihti( 

I'M Vvviihl iwu in i v appoint* il 
tii. Jn hilii |l|l It i o\i lllvtlll 

Uasuu ntiuh* Mil t • > > 1 1 mling mt 
Juno I 1 /, iiinl luiiiiwvd 

With n iin iittii itfidum , opinion 
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ii»IS «» futth u’s Hit Hi lity in tilt 
main adversary pun ceding was 
annmmccd on Scpl. 28, l'J87, 
more Ilian 3'/j * titttittlis before 
(he judge learned dial he would 
not be rcnppoiuicd. Govern- 
incul liability had already been 
assessed in no uncertain terms. 
The only untried part of (lie 
ease (bat remained involved 
damages." 

Thus, first Judge flasou had 
ruled, (hen the decision was 
made to remove him from die 
bench. In its appeal, Justice had 

tried to reverse the sequence 
ami, m die process, reverse 
cause and effect as well. 

Uryant affirmed Bason's 
award of damages, recalculating 
the compensatory award only to 
subtract the cost of a service 
that INSLAW never had (lie 
■opportunity to perform. This 
shaved $055, 20U o f that portion 
of the bill, Irimming it to $6.1 
million. But the federal district 
judge confirmed the order that 
(he Justice Deparment should 
pay JNSLAW’s attorney's 
fees— adding another $1.2 mil- 
lion to the government's tab. 

Punitive damages arc still 
pending. fNSLAW is asking for 
$5 milium, plus $25 million- 
$fOU milbon in “consequential" 
damages "to make up for lost 
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involved, and ui least two con- 

Araiftioiuii lisnmiimvus mivu 

been looking into his charges, 

in September, the stuff of 
die Senate's Permanent Sub- 
committee on luvesiigiitions Is- 
sued an 80-page report saying, 
in essence, that il had been 
hamstrung and reached a dead- 
end. Charging that "Justice re- 
fused to cooperate with the sub- 
committee's attempts to carry 
out its legitimate oversight re- 
sponsibilities,” the staff re- 
ported that il found no proof of 
INS LAW’S allegations of a con- 
spiracy. 

But (he report did spell out 
how it was blocked, observing 
that die Department's "insis- 
tence on n Departmental pres- 
ence at employee interviews and 
depositions served, wittingly or 
unwittingly, to intimidate em- 
ployees who otherwise may 
Jiavc cooperated with (He Staffs 
investigation. 'Hie staff learned 
through various channels of a 
number of Justice employees 
who desired to speak to the sub- 
committee, but who chose not 
to out of fear for their jobs. In 
one instance, a department em- 
ployee was reportedly willing to 
talk to the staff, but wouldn’t 
testify in a deposition if a De- 
partment of Justice attorney 
was present. 

‘The Department appar- 
ently ignored its own policy in 
this ease. It did so, in the bluffs 
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Hhpdutuvi tor dial day nn |p ii 
thv m hv oiuimtu ’c agreed u» iwo 
conditions: 1) that counsel for 
INSLAW not be allowed in 
(he deposition rooms and 2) 
dial the witness receive a copy 
ol the limit deposition tran- 
script. 

At a hearing that day. Sen. 
Sam Nunn, ihc committee's 
chairman, expressed frustration 
with (he department's lack of 

Continued on Next /'nge 



Judge George Bason 


“h Umk | hk« ymt 

hiivg h mI ,M tumping 

*' M * M '“P tMiMtlui ,HM( 

iHlnklv "it tii* „ do), 

'» VVt tMM. tirt',1 

hmi ptfhh to nit, , ni'iutiim 
"f* um it| to iiimv |» rt , t, w y, ,, 

" l '' ''Milt UlMMlhi |»u, M 
* ' I Mill HU I I Ittpt'v i l,M,Mltllv),l 
JWVI 1 \\\\ ii \\\\ [\\ it jmii L 

Him ih** iloiy tuny not hi 
‘ 1 h* Viuut Hmuilhui "lit 


I * ■ p 




t * 1 * lwdi\ ini y t otnnvluii, 
uhiitl'l hv It, 1‘. I Ai k Ui u. 

Hit gllhUUn, i it a IPUAlilti iilVil* 

t u.iit u*it (mo in SLAW and a 

I , lilt, it I II \1 )* * l *l! j* M luii tit 


iotnputPi piucmciium casa, 

Ih 1 1, tips an intteput tlonvr in 
vi vit, Uiti or ftiKMluf tearless 
judge will manage to break 

through Justice's self- protective 
shield, interview the moles who 
wanted to talk privately to the 
Senate subcommittee, and solve 
the mystery of INSLAW. Did 
Hamilton has put his company 
back on its feel again. Judge 
Hason is practicing law again. 
But they'd both stilt like to 

know— who dun it and why. ■ 
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Just before Thanksgiving, U S 

District Judge William Bryant 
upheld damages * 
small Washington, D,G* sc 
ware company in its st " 
the Justice Depart- e-: 
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Nov. 22 ruling i 
Inslaw Inc. revealed 
the department's arrogant and 
even criminal use of thefamk- 
ruptcy laws to further individual 
ends. 

Inslaw contended that Justice 
not only refuse: *.c pa< for SI 

million in se^icesrciuteredbut 
also stole its software, for: g 
the company to re son to the 
protection of Chapter U bank- 
ruptcy. 

Adding insult to fififiQP* Jus- 
tice a ttempted at that point, 
according to inslaw, to 
company into involu 
ruptcy under Chapter “ : 
position from v. "chine ~ 
would never emerge 
Bankruptcy Judge Geoige 
Bason first ruled in Ins r- s 
favor in 19S7. Bason wi 
Justice “took, 

Inalaw’s software by mea 
"trickery, fraud a 

The government appeaieecnw 

ruling but lost with ~ iy 2 ".’. s 
decision. “The cc-n is era * ~ 

to the same ccn:-s ;* 

by the bankruptcy cc 
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The government acted willfully 
i r, : trsucuiently to obtain prop- 
erty that it was not entitled to” 
Bryant wrote* 

'".slaw's ,3 not the only 
peculiar bankruptcy initiated 
by Justice and then ruled illegal. 
On Oct. 25 federal Judge Martin 
Van Buren Bostetter Jr. vacated 
die April i$8? involuntary bank- 
ruptcy imposed on three pub- 
fishing companies in Northern 
> rgirua; Campaigner Pub li ca- 
tions, Caucus Distributors and 
the Fhsion Energy Foundation, 
afi associated with frequent 
political candidate Lyndon La- 
? : - : * e !n this case. Justice 
s u c c e ed ed in destroying the 
three firms and their publics- 
by seizing them while the 
ba~ ‘Ux p :cy case was pending. 

The department managed 
;-.s shutdown by convincing a 


_ -_gt that there were extraor- 
: -ary reasons why seizure of 
:*t ::r;ar..es should precede 

ar.v no: :e to the firms of 

* 


^ ^ 
w * m « 1 


y bankruptcy pro* 
c:.-g5 When the companies 
fly had their day in court 
H * a »aA a year after the 

* **,-*;* f j" f a y contended that 
> ^ » '• * / * w # 

, were net bankrupt but 
tr of a sneak 

-k on the First Amendment 
2 0 ( freedom of press and 

xiation with LaRouche. 

*ne companies pointed out 


other irregularities in Justice's 
actions. First, the bankruptcy 
law does not apply to not-for* 
prof t corporations, yet two of 
the three companies did not 
operate for profit. In addition, 
the law requires that at least 
three creditors join in initiating 
an involuntary bankruptcy, but 
here justice acted alone on 

behalf of the government in the 
guise of a debtor, The three- 
creditor requirement was spe- 
cifically designed as a protec- 
tion against vindictive abuse c 
the bankruptcy law, Further, 
the basis of the debt the 
department claimed was itself 
on appeal. * 

In a 106-page decision, 

Bostetter decided not to rewrite if 
bankruptcy law simply to grati y j 
Justice and found that the jl 

department had brought its I j 

petition for invo untary bank- ( 

ruptcy "in bad faith," j 

But long before the decision, | 

the bankruptcy proceedings al* I 

ready had served as a corner- 
stone of Justice's criminal prose- 
cution o LaRouche and six of 
his associates, who are now in J 

orison. "Were it not for the 
bankruptcies, LaRouche and six || 

others would never have been 

_ . * * i ill Lf ^ At*- 


I 


[/' saiG warren 

airman of the National 

•atic Policy Committee. 
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T i HE DAVID and Goliath tale of one small 
company’s fight with the federal govern- 
ment has been resolved by a federal court 
in Washington. IN SLAW, a local computer soft- 
ware company with young owners and not much 
in assets, was vindicated in a dispute with the 
Justice Department. Charges against the govern- 
ment were so appalling as to be suspect. But first 
a bankruptcy judge and now U.S. District Court 
Judge William Bryant have found them to be true. 
Persistence and a refusal to cave in to great 
pressure — not to say intimidation — have result- 
ed in a multi-million-dollar verdict for the compa- 
ny; 

INSLAW developed softwear that is widely 
used by federal prosecutors to track the progress 
of cases and compile information about caseloads, 
dispositions and the characteristics of offenders. 
The company entered into a contract with the 
Department of Justice to install its system in 
prosecutors’ offices around the country, but with- 
in months the rights of the parties were in 
dispute and the government began to withhold 
payments. The contract represented 70 percent 
of INSLAW’s business, and as a result of the 
continuing conflict, the company was soon forced 
to reorganize in bankruptcy. INSLAW s owners 
charged the Justice Department with extreme 
bias because C. Madison Brewer, the man desig- 


nated to supervise the contract, had once bet 
employed by INSLAW’s predeces- 
and was forced out. How Mr. Brewer cane to he 
put in charge of the softwear contract is v 
known. But U.S. Bankruptcy Judge Geo: ge ; ; o>e 
found that he was “consumed by ha e to: . 

intense desire for revenge against* INSLAW*s 
president. 


Judge Bason did not mince words. He fond 
that the department "took, converted. s:o e 
INSLAW’s property “by trickery, fraud and de- 
ceit.” And he found that department officah at 
the highest level ignored charges of ethical im- 
propriety, dealt with INSLAW in bad faith and 
demonstrated “contempt for both the law and any 


principle of fair dealing. 1 * After he made these 
findings, but before his opinion was pubSshed. 
Judge Bason was notified that he would not be 
appointed to another 14-year terra on the bank- 
ruptcy bench. That dismissal was not subject to 
review. But Judge Bason’s opinion was. He must 
be gratified that it was so soundly endorsee : 
Judge Bryant, who ordered the department to 
pay INSLAW $6.1 million in damages— punitive 


damages may be added later — a 


the ecu: 


company has paid in its long struggle 


obtain justice. 
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Local computer software fitm In- 
slaw Inc., wm< h last month won a 
$6,1 million judgment sgsinst the 
Department of justice after years of 
litigation and charges of political ret- 
nhutlon, yesterday opened a new 
chapter in Its four year struggle with 
tin nation's top law enforcement of* 

In Mi i, 

In a suit filed in U.S, District 
Court here, 1 unlaw asked the judges 
to order Attorney General Dick 
Thornburgh to "fairly and thorough- 
ly" investigate the company's charg- 
es that the department, in effect, 
stole the software it had developed 
to help the criminal division keep 
track ot ita cases-— and then covered 
Up it i misdeed, 

"We’ve tried everything else," In- 
slaw President William Hamilton 


— InsUw President William Hamilton 

. r ■ i ‘We've had to do our investiga- 
tion because justice isn’t interested 
in investigating itself. We found 30 
witnesses, including several within 
the criminal division, who know 
about the case. The Justice Depart- 
ment has interviewed exactly one of 
them. " 

Hamilton said his attorney, former 
attorney general Elliott Richardson, 
wrote Thornburgh in May asking for 
the appointment of an independent 
counsel and Thornburgh never re- 
sponded, 

Mike Robinson, a spokesman for 
the Justice Department , said the de* 
p u tinrilt didn’t h.ivo mu* li to r.iy 

about it." 


hv the federal court here upholding a 


$6,1 million damage award. 
Robinson wouldn t speculate on 
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Software Firm Seeking 
Probe Of Justice Dept 






By Mark Schiinkmann 

Regional Political Corrtfpondent 

A computer software firm owned by 
two former St. Louisans has filed suit 
asking a judge to force the U.S. Justice 
Department to begin a new investiga- 
tion of the. company’s allegations of 
. malfeasance by the department 

The Washington-based company, 
INSLAW Inc., which has been battling 
the department since the early 1980$, 

■ asserted that only Attorney General 
Dick Thornburgh can assure depart* 
ment employees "otherwise willing to 
tell the truth that their doing so will 
not cost them their jobs.” 

"The evidence assembled by INS- 
LAW cries out for a comprehensive, 
thorough and hard-hitting investiga- 
tion" by the department the firm said 
in the suit filed Tuesday in U.S, Dis- 
trict Court in Washington. 

Last month, U.S. District Judge Wil- 
liam B. Bryant upheld a federal bank- 
ruptcy court decision that said the 
Justice Department had “willfully and 
fraudulently" sought to drive INSLAW 
out of business. 

Bryant also upheld $6,1 mil : on in 
compensatory damages and other 
fees and costs awarded the firm by the 

bankruptcy court 

The company, owned by William A. 
and Nancy Hamilton, makes software 
that allows prosecutors to track the 
progress of criminal cases in the fed* 

/ ' i > ” J f " 

■ Tb e Hamiltons have contended I — 
and Bryant's ruling affirmed — that 
the department sought to obtain an 
enhanced version of the computer 
program illegal . and then to for 

INSLAW into liquidation. 

The Justice Department rejected 
the Hamiltons’ request or appoint- 


> e *| 

ment of a special prosecutor, 
cated it would investigate some of the 
allegations. / 

' But on July 18, INSLAW saidjlif^as 
notified that the investigation 1, was 
completed and prosecution was de- 
clined "due to lack of evidence of 
criminality.” > 

William Hamilton complained in 
Tuesday’s suit that the previous inves- 
tigation was not “Comprehensive, 
thorough or credible,” and that ’only 
one of about 30 possible witnesses was" 
interviewed. * iLl ' 

Michael Robinson, a spokesman for 
the Justice Department, declined to 
comment Wednesday. -J 

The Hamiltons, according" to an 
INSLAW news release, hypothesize 
that “private sector friends" ^ of for- 
mer Attorney General Edwin Meese 
“sought to exploit their friendship" to 
obtain a “massive sweetheart 

contract.” ' * 

The contract, the Hamiltons allege, 
would have been to install INSLAW's 
software on new computers in Justice 
Department offices around the 
country. 

The lawsuit seeks an order to com- 
pel the Justice Department to appoint 
an attorney with no previous Involve* 
ment in the case to start n new 

investigation, 

“INSL^W does not contend that the 
facts it has assembled are sufficient to 
prove a criminal conspiracy, tdesuit 
states. "It does contend, ho 'fSlf 

ruptcy court’s findings creat^n im 

perative need or 8 £. i0i,c ‘ 
examination. . 

One of the HamiltoM^ttogey^ls 

another former U.S. attorney & 

Elliot Richardson. 
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By Jeff Nesmith 

Journal-Constitution Washington Bureau 


W A S I I G T 0 N — A small 
Washington-based computer firm 
has charged that associates of for- 
mer Attorney General Edwin 
Meese III conspired to use their 
connections to Mr. Meese in an 
unsuccessful scheme to ruin the 
company and take control of its 
assets. 

With up to $800 million worth 
of government contracts on the 
line, friends of the former attor- 
ney general manipulated govern- 
ment procurement policies and 
federal bankruptcy proceedings, 
the computer firm, INSLAW Inc., 
said in a petition filed in federal 
court in Washington last week. 

In the document, INSLAW 
asks that Mr. Meese’s successor at 
the Justice Department, Attorney 
General Dick Thornburgh, be 
forced to order an investigation of 
possible criminal activities. 

Until now, the company said, 
the department has refused to un- 
dertake a “credible investi- 


gation.” 

The company charges that a 
conspiracy by Mr. Meese’s asso- 
ciates was aimed at getting con- 
trol of its unusual computer pro- 
gram, PROMIS, which allows 
federal prosecutors to keep track 
of myriad names, da es, facts and 
schedules involved in thousands 


of criminal cases. . 

. A federal bankruptcy judge 
and a U.S. district judge already 
have ordered the department to 
pay INSLAW more than $6 mil- 
lion in damages growing out o - 
contract disputes over the depart- 
ment’s use of PROMIS for other 


operations. 


The bankruptcy judge de- 
clared that under Mr. Meese, the 
Justice Department had used 
“trickery, fraud and deceit” to 
“steal” 44 copies of the program. 

INSLAW has been represent- 
ed in its five-year cour: battle by 
former Attorney General Elliott 
Richardson, who became promi- 
nent in 1973 when he resigned 
rather than carry out orders from 
President Richard M. Nixon to 
fire special Watergate prosecutor 
Archibald Cox. 


The petition for the court-or- 
dered criminal investigation 
moves the civil dispute between 
INSLAW and the department into 
a new realm. 

Mr. Richardson said informa- 
tion that came to light during the 
civil proceedings "points to an 
even uglier scheme,” in which 
friends of Mr. Meese inside and 
outside of government allegedly 
tried to get control of the PRO- 
MIS software and use y. as^the 
software component of an $800 
million Justice Department auto- 
mation project 

Mr. Richardson asked Mr. 
Thornburgh in a letter last May t 
turn the matter over to an tree* 
pendent counsel for investigation. 
In its petition las: uee.v the com- 
pany said Mr. Thornburgn never 

responded to the letter. 

INSLAW, however said it 

had learned from Ihe chtef inves 

tigator of the Senate 

Committee that -an unnamed sen 

ior official'’ in the Justice Depo- 
nent has said the affa.r was a 

justice than Watergate Nri**® 
both in its breadth ana its dep • 


A 


Among those named in the pe- 
tition was Dr. Earl Brian, 2 neu- 
rosurgeon and longtime associate 
of Mr. Meese’s and former Presi- 
dent Ronald Reagan’s. Dr. Brian 
has figured prominently in previ- 
ous investigations of Mr. Meese’s 
family finances. 

The purchase by Mr. Meese’s 
wife. Ursula, of stock in 2 compa- 
ny headed by Dr. Brian was the 
subject of a conflict-of-interest in- 
vestigation by a special prosecu- 
tor in 1984. 


The investment company. Bio- 
tech Capital Corp.. toe k control of 
Hadron Inc., a data-processing 
company, and through Biotech, 

a & 7 — ? * 

Dr. Brian controlled Hadron. 
After Mr. Meese eft the White 


House to become attorney gener- 
al in 1984, the Justice Department 
took steps to instill the plan 
“Project Eagle” to computerize 
record-keeping functions in near- 
ly all its offices. In 1986, the de- 
partment requested bids for the 
$200 million first phase, and INS- 
LAW was 2 contender 

The overall project had a po- 
tential value of up to $800 mil- 
lion, according to accounts in 
data-processing trade pubis- 


1 

JLAW argues that Project 
was designed to use the 
ES program for managing 
Department records. j 
m affidavit attached to Iasi; 
petition, INSLAW pres* ’ 
id principal owner William 
nilton said that in A pri 

ell before plans 
a]g were made public, 
officer contacted him and 
. u,„r vc romoany. 







Mr. Hamilton said the office, 
told him Hadron intended to use 

obtain sizable government L, 

Sare needed the PR OMlS 

hie nr‘>^ amilton ’ used 

In lflSl S 8 *.! 0 st?rt INSLAW 

ways of making you sell" 'Se 

mg such a statement k ‘ 

developed 8 wi‘r° a "** 

JSSJSr, ™s^v ara a‘ n e d 7„" e 

iiij PROM IS soft, 

said payments were withheld 

into *ha Ji" 1 the company 

1985 bankruptc y Proceedings in 


U.S. Bankruptcy Tudge George 
Bason ruled that the Justice De- 
partment attempted tc force INS- 
LAW into liquidation, a move that 
would have meant the company’s 

assets, including PROMlS, would 
be sold. 


During this time, with plans 
for Project Eagle maturing, Had- 
ron kept up its efforts to get con- 
trol of PROM IS, Mr. Hamilton 
said. 

The judge blocked the move 
to liquidate INSLAW in August 
1985. 



When Edwin Meese Hi was attor- 
ney general. Ns friends tried to abuse 
his influence, a v.rr cnaTes. 


however ^^awa & h ’ 5 contra ct, 
to a northern S ‘ hls 
known connSfr ff 

^AW. Hadron or Dr. Brian S ‘ 
ur. Hnan, who was Califnr 

nia’s secretary of health and wel‘ 
■are when Mr. Reagan was goS 

SrCmr aw 3 n f, ble t0 

n the INSLAW allegations, a sec- 

^r ln H h a mn t eWY0rk0fncesai ‘ 1 

ceeded m getting INSLAW back 

?" ’ u r f et ’j tnd Judge Bason in 
1987 ordered the Justice Depart- 
ment to pay INSLAW $6.8 million 
m damages, plus more than $1 
million in legal fees. 

The judge said he had found 
tnat the department “took, con- 
verted, stole” PROMIS from INS- 
LAW “by trickery, fraud and 
deceit 


The department appealed. On 
Dec. 23, a U.S. district judge in 
Washington upheld Judge Bason’s 
ruling, trimming the amount 
awarded to INSLAW to $6.1 mil- 
lion, plus legal fees. A request for 
punitive damages has not been 
decided. 

District Judge William B, Bry- 
ant said it was “strikingly appar- 
ent” that INSLAW had been 
forced to cope with “a hostile en- 
vironment that extended from the 
higher echelons of the Justice De- 
partment to the officials who had 
day-to-day responsibility for su- 
pervising its work.” 
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ttomey General Dick Thorn- 
burgh ought to be con- 
cerned that his Justice 
. Department has been 
found guilty of ripping off a small 
computer-software company and of 
trying to put the firm out of busi- 
ness. • . 

Mr. Thornburg Ts troubling re- 
fusal to agree to a complete inves- 
tigation of the gross malfeasance 
against the company, INS LAW Inc. 
of Washington, should alarm all who 
believe the Justice Department 
must maintain a reputation for fair- 
ness and veracity. 

That sufficient integrity has been 
lacking has been made evident by 
the rulings of two judges. A federal , 


. Stephen Green, managing editor 
of the Copley News Service Washing - 
ton bureau, is a nationally syndi- 
cated columnist. . • * 
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Richard Thornburgh 

bankruptcy judge and a U.S. District 
Court judge have found that the Jus- 
tice Department shockingly tried to 
steal the rights to INSl^AW's soft* 


l 


ware. The firm has been awarded a 
$6.1 million verdict and may collect 
millions of dollars more in punitive 
damages. 

IN SLAW, which developed a com- 
puter program to help track crim- 
inal defendants, had received a $10 
million Justice Department contract 
to put the software in federal pros- 
ecutors’ offices around the country. 
When the government suddenly be- 
gan withholding payments, the com- 
pany was forced to reorganize in 

bankruptcy court. 

Bankruptcy Judge George Bason 

found that the Justice Department 

‘‘was guilty of trying to steal the 

rights to the software by “trickery, 

fraud and deceit.” He found that the 

■ department official responsible tor 

supervising the contract, D. Madi- 
son Brewer, was ‘‘consumed by ha- 
tred” for the president of iNSLAW, 

see GREEN, page F4 
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From page FI 


Mr. Brewer previously had worked 
for INSLAW and had been fired for 
cause. 

,,The department reprehensibly 
tried to discredit the findings of Mr. 
Bason. After the judge refused a 
Justice Department request to liqui- 
date INSLAW, he was not reap- 
pointed to the bankruptcy bench. 
But the department could not dis- 
miss his ruling. 

m 

U.S. District Court Judge William 
Bryant upheld Mr. Bason’s findings 
that Justice officials from the high- 
est echelons on down showed “con- 
tempt for toth the law and any prin- 
ciple of fair dealing.” Furthermore, 
Mr. Bryant ruled that the Justice De- 
partment “acted willfully and 
fraudulently to obtain property that 
n was not entitled to under the con- 
tract.” 

Clearly, a thorough investigation 
of the department’s < ondttcl ii war- 

ranted In court documents, IN 


SLAW has contended that close osso 
eiates of former Attorney (lateral 
Edwin Meese initialed the malfea- 
sance in an effort to steal the soft- 
ware for their own financial bene- 
fits. But the Justice Department has 
been stonewalling efforts to deter- 
mine precisely what occurred. The 
department lias rejected a request . 
for a special prosecutor and also has 
refused to cooperate with congres- 
sional requests for inSbrmation 
about the scandal. 

The Justice Department main- 
tains that its Public Integrity Section 
could find no reason to proceed with 
a criminal investigation. The claim 
is highly suspect. According to court 
documents, the Public Integrity Sec- 
tion failed to interview nearly all the 
key witnesses. 

Now INSLAW and its lawyer,' foiv 
mer Attorney Cleneral FJliot Kicli- 
ardion, have asked the District 
Court in require the Justice Depart- 
ment to begin n “fair and thorough"; 

Investigation by an ‘'attorney who 

has had no previous involvement m 

1 1 to case." 

Inasmuch as the Justice Depart 


ment has failed to aet with propriety 

in the matter of IN SLAW, it appears 

that the court will have to step in for 
an impartial investigation to pro- 
ceed. ■ 

As Mr. Richardson noted in a let- 
ter to Mr. Thornburgh, the Justice 
Department seems to have been 
more interested in prevailing in the 
bankruptcy case against INSLAW 
than in uncovering “facts that might 
force it to confess error." 

Worse, the department’s repre- 
hensible conduct gives the impres- 
sion that it attempts to protect those 
guilty oi the transgressions against 
INSLAW. If the department is in-, 
volved in, covering up. crimes of its 
own employees, it has lost all claim 
to public confidence. 

The inexcusable malfeasance in 
the INSLAW case has tainted the 

’ reputation of the Justice Depart- 
ment, one federal agency that should 
be squeaky clean. If Mr. Thornburgh 
continues to block an unbiased in 

veiti gallon, both the courts and Con- 
gress ought to take whatever action 
is necessary to t< < lily the INSLAW 
■Caudal 
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Injustice at the Justice Dept. 




James J. 
Kilpatrick 



wo federal 
judges now have 
— found some- 
thing rotten at the 
Justice Department. 
They have found the 
ugly case of INSLAW 
Inc. The question is: 
What does Attorney 
General Dick Thorn- 
burgh propose to do 
about it? 

On Nov. 22, Senior 
U.S. District Judge 
William Bryant hand- 
ed down a startling 
opinion here in V* ashington; and on Dec. 
20, INSLAW filed a petition for a writ of 
mandamus against Thornburgh. The Peti- 
tion seeks an independent investigation of 

his department’s conduct. . 

The" story is not complicated, and it is 

not prettv. It has to do with a young 
inventor, William Hamilton, who set out in 
1973 to develop a computer software system 
that would increase the efficiency of federal 
prosecutors. He came up with PROMIb 
(Prosecutor’s Management Information 
^vstem). It worked well 

^ -rom Tn 198^ he sought and won a 
I three ^ear ^cont ract with the Department of 


Justice to install the improved PROMIS i 

9fl Af tHp lqT(70ct II Q A AuV /J f tJ 


tuv ia»5 ntujiucy b unices, X if 

fulfilled the contract in February, 1985. 
Simultaneously he went into bankruptcy. 

A great deal had gone wrong. For a 
period of 18 months, Hamilton had 

1 , m J 1^ l\i T J -ft n H C-i a* a m ■ m * a u .a a « 


em- 


V. ...W.....U, »*«** 

ployed C. Madison Brewer as his general 
counsel. It was a bad relationship, Hamil- 
ton thought Brewer was doing a poor job; 
Brewer thought Hamilton was “crazy.” In 
the end. Brewer was fired. 

The contract with Justice was virtually 
the sole source of INSLAW’s income. And 
who wound up at the Justice Department 
as deputy attorney general, assigned to 
manage the PROMIS project? C. Madison 
Brewer. In 1986, Hamilton brought an ad- 
versary proceeding in the District of Co- 
lumbia Bankruptcy Court, alleging that 
Brewer had led a conspiracy within the 
department to drive him out of business. 

Bankruptcy Judge George F. Bason Jr. 
conducted prolonged hearings on the mat- 
ter. On Sept. 28, 1987, he handed down a 
stunning decision. The court upheld Hamil- 
ton’s charges right down the line. Bason 
found that Brewer had worked with col- 
leagues at the Justice Department to 
achieve the “ruination” of INSLAW. They 
had held up payments on the contract in 
bad faith, vexatiously, and in wanton disre- 
gard of the law and the facts, and for 
oppressive reasons.” From the bench, B 
son ruled that the department took. - 
verted, stole INSLAW’s enhanced PROMIb 

bv trickery, fraud and deceit. . 

Brewer and his associates, the court 

found, evidenced "a complete lac o 
partiality." They were “utterly hostile to 
Hamilton.’ They sidetracked or ignoi red hi 

repeated complaints. Brewer » desire 
su Td by hatred and by an intense dcsir 

tor revenge" against Hamilton. T v.„ ev j. 

Bason's opinion was sweeping, 
dence was clear and convincing; in some 
instances the evidence was overwhelming 
or even irrefutable.” P art of Bfswer — y_ 
mony was “a deliberate fabrication." 
entered a judgment against the d ^fji '; 0 n in 
of $6.8 million plus nearly Treated 

Three months after he dropp h . gd 
buster, on Dec. 28, 1987. ; Bason wa 

reappointment as a bankruptcy jung 
us draw what inferences w | am Nunp 
In the summer of 19 ? 9 t^ j a \ t SI.AV\ 

(D-Ga.) tried to [L Assistant 

V.T, 'fjohn R Bolton scoffed a. 


aitair. ne i<ui - -- Rnlton 

Attorney General John R. B 


Bason’s opinion. . , Rryant came to 
On Nov. 22, Senior Judge B h , 

the same conclusion Juag® . jjifufly 

eached: government acted ^ . 

and fraudulently to obtain pr P 


irauauicunjr ^ - 

not entitled to. h h? , 3 Ha mil 

What now, Dick « own-peoph 
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Inslaw Seeks Probe Into 

Possible DOJ Conspiracy 


By LEIGH RIVENBARK 

* ' * It * * “ ' » * t . " > 

% 

L *> ., * * ( * ‘I - 

Washington software devel- 
oper Inslaw Inc. has asked a 
federal judge to force the 
Justice Department to investi- 
gate whether its officials, 
including former Attorney 
General Edwin Meese and 
one of his deputies, conspired 
to steal Inslaw's software and 
drive the company put of 

“ i .* j . _ i I [ - - 

business. - 

Inslaw filed suit Dec. 26 in 

U.S. District Court, asking the 

court to compel Attorney 

Genera! Richard Thornburgh 

to begin “a fair and t borough 

investigation of malfeasance 

against the firm. • 

The court is the same one 

that recent I y upheld a bank- 
ruptcy judge's blistering .987 
opinion that Justice employ- 
ees defrauded Inslaw on a 
1982 contract or Promis, th 

# , «ji I • P w J- . 5 


• * 

firm’s legal case management 
software* 

' Inslaw’s allegations now go 
far beyond the “combination 
of high-level hostility and 
lower-level vindictiveness” 
at Justice that undermined the 
original contract, according to 

the filing* ■ 

Attempts to buy Inslaw or 
gain rights to its Promis 
software were “linked by a 
conspiracy among friends of 
Attorney General Meese to 
take advantage of their rela- 
tionships with him for the 
purpose of obtaining a lucra- 
tive contract for the automa- 
tion of the department’s liti- 
gating divisions,” the filing 

sal j 

Inslaw has made these 
allegations publicly before hut 
now supports them with te 

mony from about 30 wit 

nesses* ^ ' 
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UGLY INSLAW CASE PROMISES 
MORE REVELATIONS OF SCANDAL 
AT JUSTICE DURING MEESE ERA 

INSLAW Acts To Force A tty. Gen. Thornburgh 
To Appoint Impartial Special Prosecutor 

The ugly way INSLAW Inc. was treated by the 
Justice Department is being called one of the biggest 
federal scandals of the'decadeand is bemgranked rights 
alongside the^ Watergate and Ollie North fiascos. Two 
federal judges have ruled that Justice “acted willfully 
and fraudulently” to obtain INSLAW property by 
acting to drive the tiny software company out of 
business. 

INSLAW has just filed suit claiming it was the 
victim of a conspiracy masterminded by c onfidants of 
former Attorney General Edwin Meese, who stole 
INSLAW software and planned to use it to win a 
"massive sweetheart” Justice contract worth up to $1 

billion. 

The INSLAW case revolves around inventor Wil- 
liam Hamilton, who won a three-year, $10 million 
contact with Justice in 1982 to install his e nh a nc ed 
Prosecutor’s Management Information System 
fPROMIS) on computer systems in 20 selected US 
Attorney's offices, Hamilton fulfilled the contract m 
February 1985, and at virtually the same time was 
forced to file for Chapter 1 1 bankruptcy. 

Old Enmity Haunts INSLAW 

What happened? While he was s** 1 . 

Brewer as his general counsel. 

clashed over job performance and Brewer was nrea. 

IN SLAW’s later contract with Justice was virtually 
sole source of income. 

Ironically, it was Brewer who woundup atJusuce 
under Attorney General Edwin Meese as deputy A 

(Continued on Page -) 
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ZDS BACKS OUT OF PROTEST 
AGAINST UNISYS WIN OJ 
$700 MILLION DESKTOP HI ,, 

t * 4 

The Zenith Data Systems protest against Air Force 
award of the $706 million Desktop m microcomputer 
contract to Unisys Corp. has been dismissed by hie 
General Services Board of Contract Appeals after ZDS 
agreed to withdraw its action (GSBCA, 10406-P). 
Unisys Government Systems Division General Man- 
ager James McGuiik says the contract "has the poten- 
tial of making us the de facto standard in the govern- 
ment marketplace.” 


4 / 


The Unisys grip on the market is made readily 
apparent by the latest General Services Administra-* 
don-sponsored survey of die federal ADP base by- 
manufacturer and hardware category (see article , pg. 
4 ). Unisys now accounts for at least a $1,483 billion 
sUce of the $8,485 billion federal ADP base. The 
Unisys 17.5 percent share is followed IBM with $1,367 
billion or 16.1 percent, and Digital Equipment Corp. 
with $1.08 billion or 12.7 percent 

* 

While Unisys has always held a significant percent- 
age of the government market for larger computers, it 
has been largely unable to penetrate the PC market a 

( Continued on Page 9) 
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In May 1988, the Criminal Division told jwei At,, 
that appointment of an independent com. Ji ' 
Wtunnied, but thatit would itself invesH»«> C 

; ,,r a,lc f ' ,OHS ; A year later, on Julyft ^ V' 
of evidence of criminality.” gall0n <5u * te ‘«* 

As fa t as INS L.A W has been 'thir t* i 

however, DOJ never interviewed 29 < \l ' 7/'"''' 
OMMS whose testimony INST aw 29 ° f hr ' w " 
lawsuit. The suit points out that rh Ununanzwi 111 »* 

•old INSLAW th^t £e^ U sS ef ^?^ ,, 

acy to get the INSLAW software." 5 ***** C0BI P ir ‘ 

L< Grand Is Key Witness 

t££ S'^f„ LAW '■ 

Senate JudiHa™ ^ • chlef “ v «tiga, w ol the 

»«ai llcr md12™ °iT 1 “ ee * ^ ^SLAW suit say, 

. learned from a trusted source described 

i.™ J ““ C e e n °^^ ^ a ^Ue, that the Crim.nd 

**£ SS”" * ' “* ° f “» “»► 
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to.. Atcor 1 d ' n g to LeGrand’s source it was D. Lowell 
S, ] f“ g confidant of Meese who served as 

i£ SSL' a£ 2£ 9f neraJ , for C ™mnal Division. 

ss K.utc Attorney General and the Deputy Attorney 

InT^ 3 ^ mastermincled » effort to drive 
‘^ A W , out of business and divert its software busi- 
ness to political friends. LeGrand’s source said Jensen 
relied upon two of the most senior officials in the 
nm i ml Division to implement the scheme. Lc- 
8 source has also alleged that “ the INSLA W 
case is a lot dirtier for the Department of Justice than 
Watergate was, both in its breadth and inits depth/* and 
fhat the “Justice Department has been compromised on 
Ibe INSLAW case at every level.” 

In May 1989, INSLAW counsel Richardson sent a 
letter to Thornburgh summarizing some of the more 
important evidence and leads developed in INSLAW’g 
own investigation, and disclosing the identity ofLeGrand 
and the content of the information from LeGrand’s 
trusted .source. LeGrand said Justice has not even 
an attempt to leam the identity of his source. The 
K if- bar chon letter to Thornburgh also drew no response 

'iwj k /chardson’s request for a meeting with the Attor- 
ney General was refused. 

Impartial Prosecutor Sought 

The INSLAW lawsuit seeks a Writ of Mandamus 
uorn the US District Court to compel a fair and 
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‘iwing Justice objections rw ^ . 
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»*«liluiy,ail«. consequence toi of 

•U',11 Inil ol diiuimnutfcm. Conflict of 
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l MCh of the 42 largest US Attorney’s Ofifclm 
maiiage criminal prosecutions, civil litigation. 

rgal process debt collection work «“ uua » 




"Mr me anil Jensen launched the largest nrocurt- 
nir/u hi Justice history soon after Meese became 
AiiAwnry General,” INSLAW said. “It is known^S 
lliiilofin Ollicc Automation and Case Management 
rojr/ i. ami code-named Project Hagle. Justice ofR. 
cial, luivr lestilied liiat Eagle is a $200 ariffia pro _' 
cure ineut. ’ The pnee could approach $ 1 billion if the 
department exercises options in the procurement to 

ex lend I .a Kir to the nationwide offices of semi-amono- 
moua Justice bureaus. 

ikk'i^u^ 11 ® to one of * c witnesses cited in the 

1N.>1 A W .mil. Meese, during a meeting at the White 
l louse in early 1981, disclosed plans to have Jensen 

?i^ r » ,c5ul * ,,MSS1VC Justice procurement to install the 
I ROM1S case management software in virtuailv everv 
department office including the semi-autonomous 
bureau:, such as the Drug Enforcement Administra- 
tion, the US Marshal’s Service, and the Immigration 
.lid Naturalization Service. ■ 
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i vaijc Packed lull oi information aimed at Deiping ven- 
dors and govenneiH officials avoid costly marketing or 
procurement errors. Special multi-copy rates available 
on rcquift Computer Age also pubUshes EDP Weekly 
and Solrwarc Industry Report For telephone orders or 
more information. call 703-573-S4O0. 
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when it won the Project 

fice automation «m- 
n June. Project Eagle is 

J minimum of $76 million 

* ^>™n 8 ° fer higher ' above 

• i':, ]son, as more Justice 
ics participate. 

I*nck Gallagher, who owns 
••percent of Tisoft, last week 

that “there’s been 

m regard to a possible 

C ° mpany - G aHagher 
vt t ( comment on whether 

* sell off the entire 
company or keep a portion for 

' ‘I can tell you that I 

wcc ! ’ a very active role 
- c business * if any sale 
t .0 take place, Gallagher 

S* I CIr. 

^ ^<*n one potential 

s interested in Tisoft, 

* * * a ' er said, although he 

elaborate on who is 
*** ' the company. 

s of a possible sale 
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iwe circulated since before 
Jfadk mm Project Eagle. A 

swree familiar with the com- 

1 iso ft had an initial 
•Aite price more than a vear 
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After winning largest contract 

founder puts Tisoft up for sale 


Lockheed in chase for firm 
after §7 6-million contract 


WEEK OF JANUARY \ 1990 


tion Commissi on i n Richmond indicate 
that Gallagher twice filed amendments to 
the company’s incorporation papers — 
first in January 1986 and again on March 
31 of last year, less than two months be- 


By HUNTLEY PATON 

Tisoft Inc., the Northern Virginia high 
technology firm that last summer won the 
largest computer contract ever awarded by 
the Department of Justice, has been put 
on the auction block by its founder and 
single shareholder, Patrick Gallagher, 
Business Journal sources said. 

Fairfax-based Tisoft won the Justice 
Department's “Project Eagle” procure- 
ment last June — a $76-million contract 
for automation of Justice’s 40 largest of- 
fices in the country. With options, the 
contract is expected to be worth S212 mil- 
lion and, some sources believe, even more 
— as much as S 8 00 million over a number 
of years if Justice decides to apply it to 
quasi-autonomous agencies, such as the 
Bureau of Prisons and others. 

Tisoft has been for sale for more than a 
year, sources said. At first, Gallagher was 
seeking about $7 million for the company 
he founded in 1980. But after securing the 
lucrative contract with Justice, the price 
tag was upped to a reported $31 million or 

more* 

Sources said Tisoft founder Gallagher is 
considering a sale for personal health rea- 
sons. The sources also said Tisoft has re- 
tained New Jersey-based investment bank- 
.rg firm Broadview Associates to negoti- 
ate with potential buyers. 

Gilbert Mintz, a Broadview partner said 
to be handling the Tisoft sale, declined to 
be interviewed by the Business Journal. 

Gallagher would neither confirm nor 

deny efforts to sell the company, 

“That’s not something we would want 

to discuss a: this time,” Gallagher said last 


Defense giant Lockheed Corp. report- 
edly is a leading candidate to buy the firm. 
The California-based company has been 
negotiating with Broadview “off and on 
since last summer, one knowledgeable 


source said. 

* 


Lockheed, which has been attempting 
to diversify beyond weapons sy stems pro- 
curements in the wake of anticipated slow- 
downs in defense spending, has pursued 
the automated data processing field in re- 
cent months, but has had little luck as yet. 


a 


ers said. 


Late last month, for example, Lockheed 
filed a protest over an $850-million Fed- 
eral Aviation Administration contract 
that was awarded to AT&T on Dec. 21. 
Lockheed was a losing bidder on the job, 
which calls for the supply and support of 
office automation workstations in FAA 
offices nationwide. 

A Lockheed vice president said to be 
spearheading the company’s negotiations 
for Tisoft could not be reached for com- 
ment last week. Sources said Lockheed 
has shown signs of cold feet on the poten- 
tial deal, for reasons that were not clear. 

When Tisoft won the Project Eagle con- 
tract last year, three losing bidders pro- 
tested the award. The protesters said Ti- 
soft was not the lowest bidder and also 
maintained that Tisoft’s claim to have Un- 
isys as a maintenance subcontractor was 
false. Justice settled the disputes by pay- 
ing the three companies a reported total 
sum of $2 million. Officials at those com- 
panies, who reported ly agreed to not dis- 
cuss the matter as part of the settlement, 
could not be reached or comment. 

Current negotiations for Tisoft aside, 
public records show that Gallagher has 
been anticipating and preparing for a ma- 
jor change in control at Tisoft since at 

least 1986. 

Records at the Virginia State Corpora- 


fore Tisoft won the Project Eagle con- 
tract. 

In the first instance, Gallagher swapped 
his 100 percent ownership for new “class 
B” sha res. At the same time, he created a 
“class A” stock that, if issued in its entir- 
ety, would account for 56 percent owner- 
ship. Gallagher’s class B shares would 
then account Tor 44 percent ownership. 

To date, none of the class A shares has 
been issued, which means Gallagher still 
owns all of the company. 

In essence, the changes seem to reflect 
an effort to account for any dividends 
paid to shareholders, or rather, guarantee 


When Tisoft won the 
Project Eagle contract 
last year, three losing 
bidders -protested the 

award. 


a portion of those dividends retroactively 
to any party that eventually becomes 
owner of the class A stock. 

The changes indicate that Gallagher, as 
the class B shareholder, would be entitled 
to the first $100, 2(H) in Tisoft dividends 
each year before the class A shareholders 
received anything. After that, the class A 
shareholders -would receive 56 cents o r 
every dollar in dividends paid. 

The restated articles of incorporation 
also state that “in the event of any bquij 
dation, dissolution or winding up of the 
corporation, whether voluntary or invo 
untary,” the class B shareholder, Gal 
Liter, would would receive $30 a share 
or about $3 million, before the class 
shareholders received any payment. 

Because the class A shares were not is- 
sued in ensuing years, the second ,-Jncnd 

ment. made last year, iscounts dmden 

paid to Gallagher since the 1986 re ncor 

P ° ra Tn n the°Tuture -Tmove that pre 

serves the share 

in the as-yet hypothetical n 
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Inslaw says Meese chums 

led hostile takeover plots 


Firm ivants Justice to probe 
claim of top-level conspiracy 

By HUNTLEY PATON 
One day in December 1984, a man 
named Daniel Tessler laid it on the fane for 
BUI Hamilton, the embattled founder of 
D.C. -based computer software firm I - 

^TesSe' chairman of New York-based 
investment house 53rd Street Ven.ures 
which owned a small piece of Inslai , .oia 

Shta the voting rights on theu tontro 1 - 
ling interest in Inslaw’s stock by the end or 

said that if the Hamil- 

- Tessler reponem y Strcet Vcn t U res 

tons re » ^ backers would help 

DOr Ihf^oM n ^ded to tight off fman- 

raise the capital n teetering 

cial ruin. At the ’ due t0 a string 

on the edge of ^^ y P c ^ ntra ct disputes 

of mysteriously ni - t - f justice, the 

with the U.S. Department of JU 

- company’s largest cus farced to 

Hamilton, his com- 

pany less than "•*£££* now 

b , C •“ < Tessfef IS secretly representing 
claims Tessie. /n r Earl Brian, a 

the business ^j y G f former 

close friend and political any 


U.S. Attorney General Edwin Meese. 

In addition, he says that Tessler s ulti- 
matum was a key element in what two fed- 
eral courts have al ready found to be a Jus- 
tice Department conspi racy to run Inslaw 
out of business and steal its proprietary 
version of PROMIS, a software package 
designed specifically for prosecutors. 

The story is part of a complex web of 
new allegations disclosed publicly for the 
first time as part of Inslaw’s Dec. 26 sur 
in Washington’s U.S. pistnet Court. TV 

See INSLAW ADDS, page 16 








inslsw adds no^Tri^ - — — 

_ con spiracy Charge 



went to investigate ^eviVU JU5t ' Ce 

i*$ in a mSStSi^t ° - Wr ° ngd0 - 
rtportediy dubbed “worse th £‘ ficial 
gate" in terms of wid«nr } Wat «- 

in the department n^, P -“ d corra Ption „ 
William Bryant* fnNoverriber orTJ^ 

tice to pay Inslaw t* i *5,. ? rdered Jus- 
inslaw claims to hav^i? “ damageS! 
mg that several un fri» ®,7 dence suggtst - 

s snssss ai¥ 

" ,1 * 

Itat DaridT. T‘ davit ’ Hamilton states 
Tessllr^l “ “ WaS a reIative of Alan 

law ff™ ctf 2 artner in the New York 
law firm Shea and Gould. That firm han- ' 

died mergers and acquisitions work for 

Mmpames Dr. Brian was involved in, in- 

cludmg Fairfax-based Hadron Inc., which 

in 1983 SUCCeSSfUUy ° ffered to b “Y 

__ “ | 

. occasion, just weeks before T “~ 

tice launched the first of its contract 
putes with Inslaw, then-Hadron chairman 
ominick Larti reportedly told Hamilton 
that his firm intended to become the lead- 
ing vendor of law-enforcement and litiga- 
tion software, and that a purchase of In- 
slaw would be crucial to that goal. 

Laid allegedly bragged of Hadron’s po- 
litical connections with Meese and told 
Hamilton: “We have ways of making you 
sell.” 

A knowledgeable source in New York 
City who was close to the situation last 
week told the Business Journal that 53rd 
Street Ventures knew about Hadron’s of- 
fer to buy Inslaw, even though it was not 
publicly disclosed. 

The source, who asked not to be named, 
had not seen Inslaw’s petidon but, after 
hearing specific passages read over the 
phone, said Hamilton’s assertions of a 
link between Tessler’s 1984 ultimatum and 
Hadron’s 1983 offer were “not inaccur- 
ate.” 

Laid, who no longer is employed by 
Hadron but remains on its board of direc- 
tors, said in a telephone interview last 
week: “I have no idea who I called or 
didn’t call in 1983.” He also said he could 
not remember whether Hadron or Brian 

ever wanted to acquire Inslaw. 

*# » * 



a tMng 

Hamilton, 

SHV i'i i ^ I would 

say 2-j.rfng Uke that.*' 

two separate court rulings * 

from Inslaw’s now-resnf ? mg 
c^e have found that the JusticeD™ 1 ** 
ed in « tockery, fraud and de- 
dnve Inslaw out of business. ^ 

Inslaw _ which in 1982 won a JlO-mil 

inriiHaf ^ 1 0 ' nStaU PROMIS software 
m the larger Justice offices nationwide — 

thM Attorney General Rich- 

be com P eII «l to launch 
m investigation of his department in light 

of the courts findings of wrongdoing. 

Backed by information reported; y gath- 
ered from more than 30 sources — only a 
few of whom are not named — Inslaw 
weaves a tale of an insidious conspiracy 
stretching from Washington to Wall 
Street, dating from the earliest days of the 
Reagan administration and continuing 

now through an alleged Justice Depart- 
ment cover up. - 

Inslaw’s new petition explicitly points 
the finger at Meese and his friend Dr. 
Brian, who today leads New York-based 
Infotechnology Inc., a publicly held in-* 
vestment company with stakes in about 20 
companies, including Hadron and Wash- 
ington-based United Press International.. 

*■ * * 


gun” theory’th« 1 k!d PreS ! 1 nts a ““noting 

cut “• 1984 for ASSE? 

c>al transactions between Dr nit. 

Meese’s wife Ursula and EdJn Thn ‘ ’ 

a former Meese aide. W Thomas, 

Stem established that Ursula Meese had 
in 1981 purchased stock in a 

rowed°f’ ed ™ Brian ’ “ Sing funds bof 
rowed t rom Thomas, a friend of the fam- 

tly, he further established that, at about 

, Brian had provided a 

5100,000 loan to Thomas to help him pur- 
chase a home in Washington, since 
Thomas was relocating to the capital to 
work for Meese, then President Reagan’s 
counselor. In 1981 and 1982,- Brian served 
in the White House and chaired a health 
care cost-reduction task force that re- 
ported to Meese. . , 

Stein never concluded, however, that 
he transactions were linked to or would 
be an influence on Meese’s duties as attor- 
ney general, which began in February 
1985. . .. . 7 

Insiaw’s attorneys, who include one- 
time Attorney General Elliott Richardson, 
maintain that the transactions indicate the 
beginnings of a “conspiracy among 
friends of Attorney General Meese to take 
advantage of their friendship with him for 
the purpose of obtaining a lucrative con- 
tract for the automation of the Depart- 
ment’s litigating divisions.” 

As early as 1980, Congress had pub- 
lished reports recommending that Justice 
take steps to vastly improve automation 
capabilities to increase departmental effi- 
ciency. - \ • - 

It was a goal Meese supported publicly 
as early as 1981 and which Justice pursued 
both through its procurement of PROMIS 
software and, in 1986, through its pursuit 
of “Project Eagle,” a $212-million com- 
puter procurement., 

’ According to Inslaw, Brian’s plan was 
to gain control of Inslaw or its PROMIS 
software with assistance from the Justice 
Department and then use ties to Meese to 
win the Project Eagle contract as well. In- 
slaw’s petition maintains that Brian pur- 
sued this plan years before Justice publicly 
disclosed plans to launch Project Eagle. 

Project Eagle was awarded last year to 
Fairfax-based Tisoft Inc., a company m 
which Brian has no ownership stake or 
known affiliation, but which is for sale. 







Mees« u „ , , 

. . Hamilton 

(See related story, page 5) 

Hcriufe’ Fo°rda^SSn«o T' 

sssis sttaSSSS 

by' the tim^r WaS Pretty much ®v« win, 

ment” Justice Depart- 

volvement with it It was^n th°e Im***, . in ' 
«age when I artved ” the Utlgatlon 

t h f/w° U ^ ly published reports have said 
• t ™ eese took time out from farmv«ll 
ceremonies on his last day as attorney 
eral to mstntct his people not to coo£ra"e 
with Nunn s investigation of the Inslaw 

c^e imless Inslaw lawyers were kept away 

from depositions of Justice personnel. 

' toId f he ®usiness Journal he may 

thzAh T h -^ S ^P 1 ' on tha t day. bu? 
were false ° f ^ h * re P° rtedl y said 

Inslaw claims the Justice Department 
discussed in advance” and encouraged a 
Pennsylvania company’s attempted hos- 
tile takeover of Inslaw In 1985: The peii- 
tipn names a former vice president of Sys- 
tems and Computer Technology, the bid- 

d i“ g . f J rm » who allegedly said Justice 
officials “strongly hinted that Inslaw’s 
contract disputes would be settled quick- 
ly” once a takeover was completed and 
Hamilton was ousted. 

According to the petition, two other 
former SCT employees told Inslaw inves- 
tigators that SCT executives also discussed 
the hostile bid for Inslaw with top officials 
at Allen and Co., a New York company 
that has acted as Brian's investment 
banker on numerous occasions. Docu- 
ments filed with the U.S. Securities and * 
Exchange Commission show that Allen 
and Co. subsequently invested about $5 
million for a 7.8 percent stake in SCT, 
According to other witnesses listed in 
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I VS V ? *, trate »« with 


iii 1 <Mn •“«*«>« with 

:r y b ' f °« u™ nrm 

rTi'^Vwho*, r " Sl ? W Peti “'°U « 

i.m „ lr ' V : 1S '*» Chief lave*. 

»«*•' ,, m '™ te G »;eniiiMtti Af- 

v -^samNum,. 

Urn lu .l^w matter but Nunn's* 1881 ' 011 m 

it. n li.i.i ,, rril l ' , n)n * publicly that Jus- 
VMIIsan,.,, 1 ooperative with the in- 

~ Wh0 ha * «*■' 

i!“ ; ioi^S 

»" ' iari w “ t " 

1 u v at cv r 1 y level, m P iscd the 

Ptlhi on aL" 1 ' d r,i| ils included in Inslaw’s 

fkSlf the pubUc > nte gnty of- 

; ■ • 'n .i i. c . cr iminal division in Febru- 

InvJtt^iV !“* I alle8edly never were - 

th .l .. , °T* ^“Pon- (Inslaw claims ' 

vir» a! only one 0 r the 30 individuals who ' 

, ‘ and whose 
m 1 <)N s ) 11,11 Passed onto Justice 

' PRnM^ U * ti i M 'inspirators Justice’s 

Ml KlM1S ,‘ - "‘•'»agcr, C. Madison' 

’ . "• wl . , l ° on « was an Inslaw employee 

lent.. “"''I *° n l "° d him: and D - LoweU 

« lo.igiiinc Meese associate and 

",*7oM rt a "°' uey general who, dur- 
K ,hf ) ;0 *. w« Involved in the develop- 
ment Of • software package that competed 

uiimk , ess, uliy with Inslaw’s PROMIS in a 

Of CalUbrnia procurement. 

'“b* 19 *® bankruptcy court ruling 

■ 'Plicated Brewer, but not Jensen,™! 

judge in San Francisco. 

lm!' W„ d f f T d , ,llat the "vPPcr eche- 
lons or Justice had a hand in the Inslaw 

sea in la I. 


tc - ,L1 *tlce Department has had no 
comment 011 the Inslaw petition but must 
Hi® A reply by Tcb. 26 with the court. It 
hai been widely speculated that Justice 
Will Appeal the November appeals court 
11,1,11 * avv .utli ng In slaw $6.1 million fa 
damages, though no such action has been 

taken us yet, 

Huaii and a number of other witnesses 
or alleged participants in the Inslaw mat- 
ter could not be reached for comment. 
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Inslaw sues again, Justice to appeal 


By JN lV - . 

Washingtoo-based Inslaw Inc. 
filed a motion with a::v ■ 


t week 
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payments that were ^itkhdd by the U.S. 
Derartraeat Justice is a series of cor.irar. 

mid-1 



isputes, wtnefe for*' 
puter software fins into bankruptcy, 
the subject of two federal 
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, Inslaw has sot re- 
the payments that were with- 
held originally is the three-year, $10 tafl 
lion contract, which ended is 1985- Tbe 

i -.i' 
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of Contract Appeds, which has jpnsoic- 
tioQ AVM> aidMues involving Justice pro- 
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In a related acti o n , the Janice Deg 
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Bryant, which awarded laris* S£ 
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ryajit’s ruling upheld a 1917 bank 
ruptcy court derision citing Justice's cul- 
pability. Inslaw dace steered H$ way out 
of Chapter 1 1 reorganization. 

The new developments are only the let* 
est is what has bean a mar i*unt state 
of litigation between the company and the 


Software firm seeks $2 
nillion in its latent court 
action against the U S, 



/ * 


government agency since lf»5, Shortly af- 
ter Bryant's ruling last November, Ins law 
Bled a petition seeking to force Attorney 

General Richard Thornburgh to conduct* 
fuB investigation of his department’s con* 
duct in the lnslaw affair. 

That petition alleges that the conspiracy 
to run Inslaw out of business was carried 
out to benefit the financial interests of 
close frie ds of Ed 1 * in Mee*, farmer at* 
general. Meese and other* named 
in the action have denied the allegation* m 
Interviews -"ith the media, 

Jj -a». jL {r ■*• *■ 


yvspAPER of government computing 
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Justice Dept. Will Appeal Ruling 
That It Stole Company’s Software 


Bv Vanessa Jo Grimm 

GCN Stiff 

r I>i£ Justice I JepartTnent late last month 
amtouncKi it trill appeal a federal court rul- 
ir^ the depertioent stole case ma na ge* 
merit ivoftware frocu Lnskaw Inc. 

The department filed the notice with the 
U S. District Court for the District of Co- 
lumbia. The notice marts the latest round 
in the four-year battle between Jiwtfce and 
tW> VViwdiington noftware company, 

t j>t* |spg fall, senior District Court Judge 
WitUjo B. Bryant agreed with a 1987 
;j«nkro(it(7 Court ruling that Justice offi- 
ce* rtoie frora inslaw advanced versions of 
the cMflB management software, known as 
£ Sinr? Management Information 
System or Promk- Justice officials eooton- 

OftVW Lfnrtt denied wrongdoing- 

Mean white, Inalaw ha* filed a mottoa 

with the Tra Deportation PepMfeo^ 
fi'MTd of Contract AfipeaV asW that 

tiae be forced to pay about W nuUirai 

liark payment* from the company 
contract with the depsrtinesit 
r H*i appt a»b board ha* 




m »:* 



Inslaw sod Jiwtice 
audit rep or t am the 
tense Contract Audit 
Im-aw has asked 
Justice to assign 
tract to a contracting 
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based to fds* 




much of the contract 

t to 

Lnslaw 







get Proms 


into the public 

The Inelaw 
the 

Court rulings 
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LiiiaVs 
the cate 













' t 1 wunwwn Amendment, the Federal Circuit «oee> 
mat 4 patent infringement suit is not the mpropr^ 
legal route for vindication of a takings dStL 


lo Injunction Against Use of Term 
Software Exchann*” 


Although finding that the term "Software Ex- 
change" is most likely not generic as applied to th« 
plttmtiffs business of marketing used dup-based 
video games, and that an injunction would rax alter 
the status quo materially, a district court recently 
denied a preliminary injunction on a Lanham Act 
claim against a company in a similar business, c on- 
eluding that the plaintiff had failed to present Mi 
dent evidence that the term has acquired teco n dm 
meanings or actual evidence of consumer confusion 
which could support the finding of secondary n 
ing. In considering the genericness issue, the 
drew a distinction between use of the term by 
businesses that handle floppy disk-based games and 
the parties' businesses, which involve videos incom- 
patible with computers. Software X~Change, Inc v . 
Software Exchange, Inc., (No. C-89-501-R (M.D N C 
November 2, 1989). 

Plaintiff Software X-Change, Inc., which original- 
ly operated under a different name, among other 
tnings, sells used videos, including computer ga m e s, 
by mail order. It began selling the used videos under* 
service it called “Software X-Change, and Ia:er 
adopted that as its name, but did not register the 
“Software X-Change" mark. Defendant Software Ex- 
change, Inc. was incorporated thereafter to distribute 
computer games, and uses the initials SEI as its 
primary corporate designation. Although the pla intiff 
provided circumstantial evidence of secondary mean- 
ing in support of its motion for a preliminary injunc* 
tion, no consumer surveys or sufficient gvidgr^ of 
actual consumer confusion were adduced ire ccur 
stated that the term in issue deserves protection fr:r 
monopolization until there is evidence that , ?*?*£ ** 

to the public something more than its descriptive 
qualities. 
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Bankruptcy 

Justice Department Violated 
Automatic Stay in Software 

Developer's Chapter 11 

Reorganization 
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W-^cy from. Chapter 11 

' 7 bcut datum. Tne district 
eward for the Utter 

•: ** » *0 Z 

! e rer ms of standard 
. _ -^nkruptcy judge had 
v Inslaw, Inc., Nos 88- 

ana 83-0698-WBB (D DC 

d the Prosecutor s 
(Promis) under con- 
tance Administra- 


te 


Had exiting contracts 
from the Executive 
ys (EOUSA), Inslaw 
w Spftcuic enhancements to Promis 
- WS ffwSflearra cas). Under terrs of another 

i - -err: :c pay for a 
r'jt ‘ : determine whether Promis 

. : ressf ully in large L'.$. Attorney 
wnjfafefs and Inslav/s predecessor was to 
r i version of Promis which 

e r*-.rrc-:*d _r : -o smaller U-S. Attorney 

ii 

- -- - tri to implement the software 
and sought bids on, and later 
to develop and imple- 
syste m, which was to 

. ' of the computerized pilot 

: rrreris •* errented by the BJS en- 

1 .5 Attorney Offices, creation 
-computerized version of 
cessors in the remaining U.S. 
of necessary training, 
5 -. ro:c for three years. 
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cf the contract, and for some 

conducted extensive 
cf certain Promis en- 

^ TTWm rrr - __„nded had been devel- 

fit I arc to which it claimed 

i mJmc fmA aImit Sw^ the performance of the 
- *- » -ir: - : - ' — ' -.ally disagreed about pay- 
mine: ; - * enhancements. DO J contended 

- -riancernenis had been added, the 

prove this. Despite several 
hemc'iS' - te tne private financing 
-c * - e government did not accept 

, - -it for allocating funding, yet 

' m LI ive methodology on 


at if 
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its software in the individ- 
Hn-rOe&e* because of the government s 

IT ”?" computer center 

■P* "g Sldi ewskm of Promis that nslaw 

ilteWte non-DOJ customers, nslaw 

~ L poj had no nght to the 
* W been providing to 
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OOJ as a courtesy. DOJ fonnafifr jw 
the enhanced Promis s' 
request was motivates 
financial viability, In a 
expressed concern 


cti>? the 


wtr Inslaw's 

to res per i tc 




iioiiw nrst offered to rv> 

enhanced Promis if the *?o * 


tiRuven: wot 
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lMt ^tribution to 94 U.S. An^ev 
■■■I government insisted that <cr.i«r its 

j. ^ pto\T«e software 

■■■■<■ distnoubon. DOJ 

Inslaw s proposal that it place cosies o £ 


— — U4urr*\ j 

contract. Inslaw* was required 
without restriction on 




escrow so that the governm 


* zspurec 

, i! n 

^ V. a** ** 

srs would 


* » Ck 


receive the enhanced software ana its L - 

protected should Inslaw become banxruo 
threatened to withhold advance paymen ts uc - * I ntU u 

provided a copy of the enhancements. Uhimatdv the 
parties entered into a modification, of f 
which provided that Inslaw would driver 
government all Promis programs and support®* 
documentation developed for or relating to ^ con- 
tract, the government would 




pending resolution of 


S'- 


r CJ * v* • i i ^ u 

would continue to make advance pav 
The modification also recited that 
finned their understanding that the: 
governs the rights to the disputed so::v = re Sbcrv. 
after the parties agreed to this mods5cation» the 
government terminated the port: on 
which would have automated 74 „ 

'%w 

processors, and the parties disputed whether 
modification applied to all 94 U.S. Attorney ~ 
originally contemplated by the 
applied only to the remaining 2 C large offices 

Inslaw installed Promis in the 27 Large U 
Attorney Office, Implementing the enhanced versa,: 
of the software. Shortly before completing its corn 2 
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4- V- ■» • 
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xtsur.z ^ ore 


»k ^ 

l ‘V 


Ofn 

rrac: cr instead 


reorganize 


V- a 


un u er 


Chapter 1 1 of the Bankruptcy' Code. From the outset 
of the bankruptcy court proceedings DOJ rep! 
itself as a major creditor of Instaw. Prior *v " aw s 
bankruptcy, DO] had developed a plan to implement 
Promis beyond the 20 offices called for by the 
contract. When Inslaw learned of DOJ's plans while in 
bankruptcy, it protested to DOJ that the government s 
efforts to copy and use Prom—? ^ ere una - -.v.-cu 
DO] nevertheless automated 23 additional offices 
using Promis, and Inslaw tubsequer.ly filed a clap 
aeainst DOJ for the value of the standard licensing fee 

“ 1 _ t _cn #rv xt'ZZ"* * 
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*# 

4 a 


the allegedly unauthorized copies of the soil 
instituted an adversary proceeding aga.r: 
which it sought declaratory relief. an or-er 
the automatic sUy, and damages tor wj.ru; v 
the automatic stay. At some point. DOJ a lsc_ _ 

sought conversion of the matter from a Ojapter I . 

reorganization to a Chapter? bq md^iWU the ba >• 

ruptcy court ruled that DO) had violated 1 . I SC 
6 362(a) (the automatic sUy provTS-.on) an... 1 ° c n ^ " ' e 
government liable for compensatory 


ally awarding $6.79 million} plus costs 
fees. The court ruled in the alternative 


•or 'vhsch the court assessed comwn.l ^ attIDn5 - 

? •_ ' ", 4 ' a attorneys tees and | 0? 

ages could be awarded aeainst th^T pUnihve dam ' 
««»t iho found that the DO oroU ' n : mem The 


t over* 


ri cr 
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bv 

*• *s * ^ n C ft' .* 

an 

^ ^ X ! % 

k M • w VC , W il. 
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ct 
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~ » ft. ^ \ 

^ ^ ; a* « ^ 

til 


, , - DOJ __ 

wuiiuacc activities a f - 
L«.aw employee who had left lnslaw on bad 

•: id «* «:* harm lnslaw in his DOJ poshon Tnri 

lhrouRh ** others who acted w,th Mm 

foski, s e;hsn/J°p d0ned u hi5 eff0rts ' D0J conv eried 

v attended to continue to use Inslaw's 

enhanced Promis in a fashion not contemplated by the 
ccmtractand in iuch a manner as to damage Inslaw's 
estate The bankruptcy court also issued a declaratory 
judgment that lnslaw was sole owner of the proprie- 
tary' enhancements to Promis, and that DOJ wrongful- 
' v - ’ d exercised dominion and control over Inslaws 
seftware, and. as a result, had violated the automatic 

tied an injunction directing DOJ to be bound 
erms of lnslaw s standard license agreement 
airing DOJ to compensate lnslaw under terms 
icense agreement from the date lnslaw had 
bankruptcy; issued an injunction preventing 
several DC] official who had been involved in admin- 
istering the lnslaw contract from 'urther participation 
m the litigation or in any decision involving the use of 
Promis at DOJ; and issued an order prohibiting DOJ 
trem electing to use only the older version of Promis 
without first compensating lnslaw for the cost of 
removing the enhancements. 

DOJ appealed from these rulings, contending, 
inter aiia that, under the doctrine of sovereign 
immunity, the bankruptcy court was without jurisdic- 
tion to decide the case, and, even if it had jurisdiction, 
it should have deferred to an agency board of contract 
appeals and that the facts dad not support the 
conclusion that the automatic stay had been violated. 
DO; claimed that it was entitled to de novo review, 
ana argued that under 28 U.S.C. § 157(d), withdrawal 
cf the proceeding to the district court was reouired cr 
alternatively, the bankruptcy court's 
be treated as contempt rulings. 

The district court began by nod 
waiver, the United States is immune 

Congress can waive sovereign immunity 


rs arc w pc 3uu u j wiuu-v-. 

irt correctly had concluded that DOJ 
immunity under 11 U.S.C. § 106(a) (* 


cr*^ * V ft. ft ir*r fcwv , T w ^ . f 

that waivers are to be strictly construed. The^bank 

*L ^ Jk. 

rup 

w ajN tu ira muiiuiuiv ** w * — j ' ' ' * Vf 

provides that a governmental unit is deemed to nave 
waived sovereign immunity "with respect to any claim 

against such governmental unit that is property o ^ 

estate and that arose out of the 
csvurrence out of which such j^emrMntaljjmtj 


daim aroaO and )1 U.S.C. § 106(b) (which f^rrajB 

mental unit that .s property of 

P^vides that, except as p^ded m. 


offset against 
gov emmental 


tic *vs 


(a) Snd (b), and notwithstanding any 
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cour 
con* 
was 


” y V any P roVlsion of the Bankruptcy 

Code that contains the words “creditor," “entity “ or 
governmental unit" applies to governmental uni? 

S3? i?L“^. p :r iOT ' bind) ,h[ *»™SS2 

units, in this case, the government conceded that its 
and e [n! 8n l ™ muni ty had bcen waived as to declaratory 

W-"* ' the distnct cour t reasoned, at a minimum 

?;yygg{ f ourt had jurisdiction to assess the 
UabUity of DOJ for violating the automatic stay and 

had jurisdiction to issue declaratory and injunctive 
relief pursuant to the liability finding. 

For a bankruptcy court properly to award compen- 
satory damages, attorneys' fees and costs, jurisdiction 

must be found pursuant to § 106(a). The distnct 

found that the bankruptcy court correctly had 
eluded that the riling of a formal proof of claim 
not a prerequisite to a finding of a waiver of sovereign 
immunity pursuant to § 106(a): the originally proposed 
version of § 106 would have required such a filing, but 
the statute as enacted contains no such language; 
§ 10 1(4) defines "claim broadly, and the notion of the 
filing of a formal proof of claim seems inconsistent 
with this section as well as with the language of 
§ 106(a). The government took numerous affirmative 
steps to assert its claims against Inslaw, behaved like a 
creditor, involved itself directly in the deliberations of 
Inslaw's efforts to reorganize, and made express 
representations that it was a creditor during bankrupt- 
cy court proceedings and on appeal to the district 
court, and asserted more than 51 million in claims 
against the debtor in another Jorum (a government 
contract appeals board, an injunction against which 
action the district court earlier had denied). As such, it 
had waived its immunity And, die district court 
reasoned, even if some proof of claim requirement 
could be read into the statute, the governments 
actions constituted an informal proof of d aim, A proof 

of claim must "state an explicit deman~ showing the 
nature and amount of the claim against the estate, arw 
evidence an intent to hold the debtor liable. In re 
Anderson- Walker Industries. Inc. 798 F.2d 128o, 1 287 
19th Cir 1986). Thus, although mere notice of the 
Sim will not suffice, when it is apparent to the 

the estate and when this intent is made 
known tefote the bar date, the informal proof of daim 

formed the the entire Bankruptcy Code 

applies, including those provisions such a 9 

which provide for monetary damages. 

As to the government's argument tha , 

should have oin f e d out that this argumen 

assumed that Inslaw s ^^^aw. However, the 
were rootedin govern fcvdlW liquidation of a 

issues in this case _ 


claim 


case was ijquarely 


seeking relief for alleged violation* *v 
stay provision of the Bankruptcy Code * U,omi,ie 

Rejecting the government's ursine tha- a . 
court review the bankruptcy court^f?^?,* j d ' 

the court concluded tha? the adve^? ££5^ 
” as ? COfe proceed [ n 8 * n d so th? 3 

Rule »U. Which previa 

“*^*'<1 Th* !»—, OntcrS, lS,u£ 

Bankruptcy court s findings of fact were made und-r 
the court s general contempt power also were mis- 
placed. Inslaw s allegation that the government illegal- 
ly attempted to convert the Chapter 11 matter into a 
Chapter 7 liquids non unquestionably fell within the 
scope of 28 U.S C e 157(bX2)(A} (which provides that 

Core proceedings ir.r’ndf* matfoi-r rrinct-r mer b’n. 


• iuiuvuHUVU VI HIV vainly tAilj, ilOti A i VUri^ll- 

tion that DOJ Illegally appropriated Inslaw's property 
and sought to distribute it without regard to Inslaw's 
claim for proprietary interest, at a minimum, con- 
cerned administration of the estate and also was a 
counterclaim (5 137(bX2)(C)). Because both the alleged 
illegal conversion and misappropria tion of property 
properly could be contested in an adversary proceed 
ing, the powers vested in the bankruptcy court under 
the automatic stay provision did not violate the 
Constitution (as the government had claimed) and, 
because under 11 U.5.C. § 362(h) a debtor may 
recover actual damages, including costs and attorneys' 
fees, the standard of review was not the standard 
applicable for review of findings of civil contempt 

The district court also rejected the government's 
argument that the chief judge of the bankruptcy court 
erred in refusing to agree to withdraw the matter to 
district couri 2$ USC § 157(d) provides that the 
district court shall withdraw a proceeding if it deter- 
mines that resolution of the proceeding requires 
consideration of both Tide 11 and other federal laws 
regulating organizations or activities afreenng inter- 
state commerce. The relevant test of whether a 
bankruptcy matter should be withdrawn to a district 
court I whether the district court can make *n 

affirmative determination that resolution of the c. aims 
will require substantial and material consideration of 
non-Bankruptcv Code federal statutes, only those 
which require a significant inlerpretanon of 

federal law must be withdrawn. 
the allegation of illegal conversion^ 

ruptcy case proceeding required 

analysis ot the KO r ^ ^ ■- cour { to 

of a’con tract, which in ^ Boi ^ 1 b’ u t it was not 

*PP'y fed « a^subsuntui interpreU- 
apparen . fcv fhe bankruptcy court, 

bon of federa. , fhe ^^ct court 

As to the conclusions sv- bankniptcy court * 

found that the tacts f automatic stay Ij 

findings of n» ul “P 1 f„ v ^L ider which party was entitled 


mgs ot ronsi der which party 

not necessary ^ ^ftware und 

to the enhaI ^ T a minimum 

contract with DOJ, ^^ 
that lnslaw 


government 


grounded 


VO(L#Ti» 7 . 
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self-help, claimine 
l installing it in 

U S , having fraudu- 
. , ^ 


*k« me sot? ware was in its possession 

st*j»s d °) ««. ssSta 


trlh mnmn tM daimed by fan**. 

Md <*- 1™*™ *. J that Lnslaw had Chanced Z 

frjA WlTf With DOVatP J A I 


not 

to 


x , ? of enhanced Premia, and knew 

/*P rt *T* d Vf* w s P^opd asset and 
cwnersrup of me software, the 

was&ty was threatened. Rather tht^ 

by the BanW 

2*5 »nd P 

from the automatic stav DOT uinu. ^ 

*Uy by pursuing a couree of — ^ * utom »bc 

enhanced Prtnnis to be its pm. 

at least 45 offices throughout 

fently obtained and then cor 
to it* own use Thu* « r~ wh wwi rromis 

and fraudulent To ob^pro^' ",1 3?^ ,ft,lly 
not entitled Once the « 1 J.„ f !?.. to , wluc1 ' 11 w * 5 
there was no 

good faith over the existence 

nsla 

laW ww.v.vxa 

nr» s' 7 " ' and contract did 

ertntie DOJ to those enhancements. Bv faihm 

acknowledge or accept Inslaw's claims, the govern- 
ment continued its fraudulent behavior toward Inslaw, 
behavior which persisted long after Inslaw filed for 
reorganization anc which constituted a violation of the 
automatic stav by exercise of control over property 
that rightfully belonged to the estate. As to the 
government'* abortive attempt to convert Inslaw's 
reorganization into liquidation, the district court stated 
that it could think of no greater violation of the 
automate s ray than to cause demise of the corporate 
entity- 

In considering whether the award of damages by 
the bankruptcy court was proper and within the 
court's authority, the district court noted that 11 
LhS-C § 362(h) "directs that an individual injured by 
any wilful violation of a stay provided by the section 
"shall recover actual damages, including costs and 
attorneys' fees/* The bankruptcy court had calculated 
damages in accordance with the perpetual license fee 
for Prorris. The government argued that this was not a 
proper measure of damages, that it overstated the 
vajue of inslaw's actual harm, and that the court s 
,ff«-svelv forced the government to enter mto a 

However, the district court 

£Snd that the bankruptcy- court's conclu^ w.s 

uKdnStoa^ther courts have held that license 
* M are an acceptable measure of damages in numc 

ous contex iJ _ result of tortious conversion. Compu* 
** ^25km. Serv Corp v. Business Envelope Mfg. Inc.. 

T** "'T ' ^ bankruptcy -^court had not forced the 

parties to enter t the corresponding 

that lnslav. n e« thedistrict court reduced the 
rru ritenance se. ' - fd bv this amount, 

compensatory ittomeys - fees 

properly had been awarded^ «> J? ««J lttor- 

S*r/s position, corporations 



n< 7* I°('s under 11 t] c r c ■* """ 1 — 

found it unnecessary t 0 £l f i 2(h; ]*» Strict me 

the attorney*' f ( > ( > j , que$tj on of 

bankruptcy court's ahom fl Hv Wa5 und 

pursuant to the Equal Acce« in i ^ Ajr * ncari r- > 
§ 2412(b) ^ Access to Justice Act, 28 tJ c r 


W a 
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rru-r»tition Transfers of Software an 
Money Avoided as Preferences 

A district court recently ruled that a v>,-.w 
software distributor was entitled to recover as prefer- 
ential transftrs the cash amount of certified cht-Xi 
paid to a manufacturer and the entire wholesale vjJJ 
of software programs returned to the manufacn»» 
within 90 days before a bankruptcy petition watfikA 
The court found that the bankruptcy court prop, 
had rejected the manufacturer's proposed sof 
valuation, which was based on value to the manw»s- 
hirer, calculated at the cost of "rerunning" returned 
programs. In Re First Software Corp , No 88-68 6- V - 
<D, Mass. November 17. 1959). 

The debtor, First Software Corp., was a distributor 
of Computer Associates (CA) software until 1956 In 
December 1985, when the debtor was in arrears or i 
account, the debtor advised CA by letter that it wa* 

9 

receiving outside financing, but that the financing 
arrangement required that CA agree to the c. i- 
creditor's senior lien and security interest in a: 
inventory in which the vendor also nugh* have s 
security interest, lien, right or claim. CA endorsed the 
agreement, but in an accompanying and follow-^ 
letter outlined conditions thereon, which included a 
requirement that First Software pay approrimatof 
half of the outstanding balance owed within appnr 
mately 10 days, and pay the remaining amount v- 
one month First Software did not comply, but did pa 
more than half of its outstanding balance within to o 
days after the date for final total payment set by CA 
later the parties agreed to a schedule of payments tnai 
First Software subsequently was unable to 
Eventually, after heated exchanges and threats by C - 
to sue, to reveal First Software's financial 
the press, and to commence an Involuntary bar - r 
cv proceeding, the parties agreed that Fust So f > e-j 
W ould pay $450,000 by certified check and r*^ 
approximately $1,500,000 worth of CA s program 

the agreed-upon date, following CA s *nrat cd rtfc 
and also paid $200 000. and. a £$***££ CA 

and, except for ,* months later (in respond 

Software approximate y ,dver»ary proctec- 



to First Software'# t0 M I1 or 

ing agauwt CA), made after deliver o: 

°aa» ess st 
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preferential transfers 

P formally tended 

n«a recovered . „ 

| tender. The pa .A« ^ 
returned software as of 

T:i tha ; ** P»gra “ 

‘he hme of the court s 

subsequent release of 

*“*• mt>s ‘ Popular p^grj^-j 

Section 547{fc)(|) 

Code provides that a " ■* Bankruptcy 

property as a preference ' ■ : * t * ^nsfer of 

‘o or for the benefit of a owfita^f"'' (1) was m *<i* 

debtor was insolvent; «» *' _ ■ 

days before the date of tke °* '"nthin 90 

SJE* 2 da y and one year j®£ £f f**» 01 
ruing of the petition if th- “ r ~ 5: * of the 

transfer w as an insider (fo- r “ s of the 

parties agreed have bee- ****j" s whid » the 

^ * to receive mote flu- %* - J ^*ble* ihe 

receive if the ease %nt& a rh would 

transfer had not bee-"- h, 7 the 

received payment of the 2S'- ■ “* arfHw W 

the Bankruptcy Cooe 

CA contended that in dctumL 
transfer enables the credit™- *T " eAer » 

taJu d e e t NO [ Si '? ^^^^arSS'JSS 

matcly 1 0 percent of the SS^pdce. mi Suhe’ 

Snnine^^he 1 "^ 3, ^ abied * to av ° id «» cost of 
rerunning the returned programs, bu? did r : r sve it 

amrT^^ ** *> the invoice 

distribution channels (although CA ac-: : -d that it 
could have resold the returned programs tfcrcu.h such 

channels), because it had the ab tv and opportunity 
to make sales with or without the prr -*ct return. And, 
if 10 percent were the correct measure of value of the 
programs, CA urged, there would be no preference 
because this amount was smaller than the amount 
which would have been found to be the liquidation 
value of the software in a Chapter 7 proceeding 

However, as the bankruptcy court found, because 
the parties disagreed as to the value of property 
transferred, it was necessary to consider the record 
evidence, including the credit memorandum, the 
amount of the invoice pnee, testimony of CA's 
president (who unequivocally stated that CA could 
have resold the programs soon after their return) and 
oi the debtor's former CEO and cutter i president, and 
the fact that CA voluntarily made no attempt to sell 
the programs to other distributors. The bankruptcy 
court's assessment of this evidence was net clearly 
erroneous. 

And, the disbursing agent had satisfied its burden 
oi proof under §547(bX5) as to CA s liability, Al* 
though the programs had declined in value by the 
time of CA's retender, CA failed to carry its burden of 


rebutting the debtor , , T"" 

Programs on twA s ,est >mo 
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‘he burden of proffiK Was CA had 

The b^nkruptc*/ cour 4 rf* M 

fn concluding that Value lather"! ^ i3 ^«ion 

Lng CA ' S argument that **? 

appropriate only when the fo: vah - 

jn value because of improper usT *“* dw:fin * c 

oiit that §550 provides that' ! ! ~ court P° : ' - 

for the benefit of the est ite »v, ^ us!es n,a y recover 
or, if the court so order! ?! P , I0 P-?Y transfer ; , 
The Bankruptcy Code does T , Va ue ot ‘he prore- 
to when each of the two Is an LT 0 ^ F “ :d ' :me ' : ; 
when a debtor cannot beS 5E2J? *« 
p-operty lost through an avoidable t*, ? ' r '~~ ;; 

tne depredation uf value oflhe p!?- ° ? 

value as of the date of!!! r e ' s 

bankruotev rnnr* Fu..nerrr,pr?, the 

date that the debtor returned the pro-! 

was nothing to prevent CA from reeling £££? 

for the invoice amount. According to the dis! /! 

be inequitable to permit CA to profit, It th- 

!l/eLanc^' nSe ' ^ ^ OWn rrjsc ^- !a ^n or 

ack n°w | edging that the debtor’s f,,o 

‘5i7tb) CA ce 7 ,fi ! d J ch . eck were preferences unde- 
? 5 ' >7(b) ’ X A contended mat it should net be requ^d 

to repay those amounts, because the payments were 
made in the ordinary course of busL-.ess and therefore 
protected by 11 U.S.C. §547(0(2), and argued that it 
unprop er,y had been prevented from saFisfyina the 
ourden of establishing this affirmative defense fcv the 
exclusion under Fed. R. Evid. 408 of a letter from the 
creditor s committee counsel to CA concerning prefer- 
ence payments. In the letter, counsel offered a reduc- 
tion of amounts owned to facilitate prompt settlement 
and repayment, described a proposed statistical meth- 
od for uniformly determining which payments would 
be deemed "in the ordinary course of business," and 
placed a dollar value on the debtor s present liabihn 
concerning the two checks. CA argued that, if the 
standard delineated in the letter for determining 
whether payments were made in the ordinary course 
of business were used, the preference liability would 
be vastly reduced. However, the letter, virtually 
identical to that sent to other potential creditor 
defendants, was designed to induce potential defend- 
ants to compromise their preference liability, and as 
such, was made in the course of a settlement offer. 

And, the evidence aptly demonstrated that the pay- 
ments, made by certified checks issued under formi- 
dable threats by CA, were classic forms of payment 
not made in the ordinary course of business. Although 
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sion of^ Deep Throat has described in court papers as “a lot 
dirtier tor the Department of Justice than Wan nzate ever was M 

TV's! AW .• * 


S eated at a conference table in a major Washington law firnii 
William A, and Nancy B Hamilton described, in mono- 
tones, a Meese Justice Department vendetta against INSLAW 
Inc., the Hamiltons computer software company that, the cou- 
ple says, was almost destroyed by official skulduggery! 

Their story begins as a routine government-contracts dispute 

that was transformed into a complex tale of jealousy, revenge 
and, ultimately, greed 

Now three current or former Republican Attorneys General 
are embroiled in the case, which an unnamed department ver- 

has descr 
aent of Just 

INSLAW, after winning a 
three-year, 510 million contract 
tor software in 1^82, became en- 
meshed in a series of bitter con- 
tract disputes with Justice that 
pushed the company into bank- 
ruptcy proceedings. After years 
of litigation, two federal courts 
have sided with INSLAW’s 
charges that the department 
cheated the company by steal- 
ing its software for itself 
For the Hamiltons, money 
may be forthcoming. But they 
say they also want justice. They 
want a federal court to order 
Attorney General Dick Thorn- 
burgh to conduct a criminal in- 
vestigation into the mess and to 


rupiey Judge George 1 mcis Bason Jr. ruled that Justio- 
" '"ware through "trickery, fraud and dwelt," and he Safer 

0,11 ^ W *• * * million in damtf 


ordered 

plus $1 million in attorneys’ fees 

And what happened to Bason? Three months alter his rultne 

tie was denied reappointment h% the U.S. Court ol \ ea k fw 

the District of Columbia Circuit. In the preceding four's 


only 4 of lt>4 bankruptcy judges up tor reappointment Iom t b eir 
jobs. Bason’- «•***•*— ~- ■*— - ° w -— 


I 


Bason’s successor was S. Martin Teel Jr , the government 

iwyer who represented Justice in the INSLAW bankrup 
case. 

Last Nov. 22, Bason received a mea 


Software Scandal? 



examine charges of misconduct 

bv former Attorney General Edwin Meese III and his friend, D. 
Lowell Jensen — who was once an INSLAW competitor, headed 
the Criminal Division under Meese and is now a U.S. District 
Court judge in San Francisco. Both Meese and Jensen nave 

denied the company’s charges. 

Thornburgh faces a delicate situation. The Washington 

Times ' s edi tonal page and columnist James J. Kilpatrick have 

supported INSLAW, And in a letter to Thornburgh last year, 

former Attorney General Elliot L. Richardson, the Hamiltons 

attorney, criticized Justice’s handling of the case and urged the 

appointment of a special prosecutor: ‘‘It 


lsure of revenge. After the 
J um ice Depa rt men t appeal ed 
his ruling. Judge William 8. 
Bryant of the L* S District 
Court for the District of Colum- 
bia upheld it. Bryant said that 
harassment of I NS 1. AW in- 
volved the “higher echelons ' at 
Justice, The department is ap- 
pealing the District Court rul- 
ing. 

An investigation by the Jus- 
tice Department’s Public Integ- 
rity Section ended last July after 
investigators said that they had 
found no evidence of criminal 
wrongdoing. Earlier, the de- 
partment also denied a request 
to seek the appointment of a 
special prosecutor INSLA^ 
says that the department, m its 


tr ■ 

internal probe, talked to only 1 of 30 witnesses who had been 
interviewed by the company. 

Certainly, the department's conclusion — that there is no 
case — raises questions about potential conflicts of interest: Jus- 
tice, if it pursued a criminal probe, could undercut its own 
position in the civil case. 

On Dec. 2t>, the Hamiltons asked the District Court to compel 
Thornburgh’s department to conduct an adequate criminal in- 
vestigation. Greed, pure and simple, was at the core ot the 
dispute, they say. Their tiling alleges that triends ot Meese had 
hoped to drive INSLAW out of business and into liquidation so 

appoMtuucni ui a ^ , . that its software could be bought cheaply rhen» the Hamiltons 

the department is conducting an all-out, no-hoUs-tarred • ^ c |(jt . N m w hu h a Meese friend. Dr. 1 Bran— 

of the civil suit while dragging its feet on the cnm t nri west who g worked briefly j n the Reagan White House hndmvested 

^ Hcould a $ 1 

automate all of Justice’s litigating divisions. 

According to the Hamiltons’ motion, various company " 
which Brian was a behind-the-scenes investor kid mod u 
mil INSLAW. The motion says that Ursula Meese. 

Edwin Meese, had bought stock in a company contro v* ^ 
2 Ursula Meese had borrowed the money from a Meoc 


OI lac UJVIl wunw iUnn nn 

lion The department would rather win the civil case t 

cover facts that might force it to confess error. 

Make no mistake, belief in all the Hamiltons aMegat ons e- 
quires acceptance of perhaps the most elaborate conspiracy 

be^ swallowed* whole or no. a. all. And finding out exactly what 
v^rvr«»n<»d to INSLAW has not been easy. _ . 

Capitol Hill Democrats, ever vigilant for 
have conducted investigations of the matter and havcti t con i 

with much. Last September, the Senate Govcmmetual Allans 
Permanent Subcommittee on Investigations,^. aim _ sub _ 

Nunn, D-Ga.. issued an 80-page repor i \vv'’s charges of 
committee had found no proof to back up INS . b lt . 

' a criminal consptracy. But the 

ctary Committee, meanwhile ^ Hunched f ™ 

The courts have sided with INSLAW, in iv° , 


Brian, ursuw inci ' cjfYVOQO loan from Brian to help puf 
aide, who m turn got 4 S10U,tXX> k.m i m 

chase a house »> 11 ", “ S » min 

transactions set ... motion the cr.muul vO«sp..ac> 

INSLAW, the company charges. ^ aswn .bled 

by INSLAW cries out for ‘he Dec > 

compfuint T .«£-»-S3K A ‘ — - 

haps by the House Judiciary 
sordid tale 
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The Feb. 19 issue of Federal 
Computer Week contains a letter 
to the editor about the Inslaw 


case from a Thomas G. Dooley 
of Washington, D.C. Dooley 
asserts that Inslaw, aided by the 
press, has maligned “a group 
of dedicated public servants” 
in the Department of Justice 
whose only fault was a consci- 
entious effort to minimize 
“waste, abuse and perhaps 
fraud” in government contract- 


ing. 

Dooley criticizes the press 
for failing to report these facts, 
even though the Justice Depart- 
ment has outlined the acts in 
its pleadings in the Inslaw case. 

He curiously fails to acknowl- 
edge that two federal courts 
have reviewed the Justice De- 
partment’s pleadings and, more 
importantly, the doc umentar y 
and testimonial evidence and 
categorically rejected this Jus- 
tice Department view. 


In fact, both federal courts 

found that Dooley’s “dedicated 
■ « 




■H engaged in 

“trickery, fraud and deceit” 

against Inslaw; “took, con- 
verted, sto e” Inslaw’s proprie- 
tary case management soft- 
ware; and attempted “unlaw- 
fully and without justification” 
to force Inslaw out of business. 

By neglecting to mention 
that the federal courts have 
already ruled on the question 
of which party to the Inslaw 
contract was engaged in waste, 
fraud and abuse, Dooley contin- 
ues the tradition of the Depart- 
ment of Justice itself, which 
views itself in the Ins Saw case 
as clearly above the law. 

Dooley and the Justice De- 
partment's view of reality is 
reminiscent of the world view 
that prevailed in 
and Romania prior to glasnost. 
There, as here, long-te: 
abuse of power rendered those 
exercising the power incapable 
of making prudent decisions.. 

Instead of trying to rewrite 
history through the pages of 
Federal Computer Week, Dooley 
should raise his voice in de- 
manding an i: 

and thorough 
gation of the “dedicated public 

servants” whom two federal 
judges have ‘bund engaged in 
deliberate fraud. 






William A. 

Pi esident 
Inslaw Inc. 
Washington, D.C. 









Inslaw Accuses 
J ustice of Trying 
To Steal Promis 




By Vanessa Jo Gri.vm 

GCN Staff 


Inslaw Inc. president William A. Hamil- 
ton launched a new attack against the Jus- 
tice Department last week, alleging a case 
mana gement system procurement 


is a 

attempt by Justice to steal the 
Washington company’s much-disputed 
Promis software. 

In a protest filed with Justice’s procure- 
ment services office, Inslaw alleged that the 
Land and Natural Resources Division’s ac- 
quisition of case management software is “a 
conversion contract masquerading as a 
development effort,” 

Inslaw claimed Justice officials, by deny- 
ing vendors the right to bid off-the-shelf 
products, rigged the request for proposals to 
restrict competition and keep Inslaw out. 

Further, by requiring the contractor to 
supply a system with the capabilities of 
Promis, the protest said Justice simply was 
finding a way to obtain ownership of 
Promis by converting existing Promis soft- 
ware that the department is using. _ 

The Land and Natural Resources Divi- 
sion issued an RFP in January oiling for a 
vendor to develop and install software tha 
would integrate several existing automated 
and manual case management functions. 
Justice officials said the division has -been 
using an old version of Promis that it legiti- 
mately licenses, but that can no longer sup- 

nort the division’s needs. 

“In this case, Justice’s minimum needs 

are not development and ownership of case 

3er Justice simply needs case manage- 
ment software to perform the 
dicated in the solicitation - functions 
T-ciaw’s product can full} perform. 

The department declined comment 

- .; nL1 5ng litigation involving 
cause of continuing . IPnWn _ 


Promis. Justice spokisu^ * * , 

son confirmed the protest was filed * 
Me department took no immediate 
The protest asks Justice to scrapt 
rent acquisition and rewrite the RF 


Wrangling Over Rights 

Inslaw and Justice have been wrangling 
since 1983 over Justice’s rights to Promis, a 
case management software Inslaw devel- 
oped and installed in a number of Justice 
offices. Inslaw has accused the department 
of stealing some versions o the software 
and tiying to force the company into bank- 
ruptcy. The dispute remains unresolved in 
appellate court., but two earlier decisions 
sided with Inslaw. 

In this latest action, Inslaw accused the 
department of falsely identifying existing 
versions of Promis in use and telling inter- 
ested vendors the department owns the 
source code for all its systems. 

Inslaw claimed it has sole rights to all 
Promis versions operating at Justice now 
and that the department cannot provide 
this source code. The protest said depart- 
ment officials told Inslaw the RFP involved 
only a 1979 version of Promis. Inslaw dis- 
puted that this is the Promis version the 
Land and Natural Resources Division uses. 

The procurement is “an outgrowth of a 
continuing bias against Inslaw which has 
been fueled by a lack of regard for Inslaw’s 
legitimate proprietary rights in case man- 
agement software now installed in the De- 
partment of Justice,” the protest said. 
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Couple Accuse Justice Department Of C heating 

I V 


ri 


H‘in 


By Phil Linsalata 

Of the Post-Dispatch Staff 



HE FIRST HALF of William and Nancy Hamil- 
ton’s story is a study in a small company's reward 
for hard work: a $10 million contract to write 
computer software to track the thousands of criminals 
and cases handled by the U.S. Department of Justice. 

But the Hamiltons narrate a second half in which they 
fall victim to what one judge called “trickery, fraud and 
deceit.” 

In fact, the abuse — in the form of unpaid service fees, 
stolen software and hostile takeover threats — is alleged 
to have come from the Justice Department itself. 

These were among the conclusions of a federal bank- 
ruptcy judge who awarded more than $6 million in 
damages to the Hamiltons’ company, INSLAW Inc. 

The ruling, upheld in U.S. District Court in Washing- 
ton, came from Judge George Bason Jr. t who was not 
reappointed after handing down his decision in 1987. 

Even though the district court upheld the ruling, the 
Justice Department is lighting the case anew in the 
District of Columbia Circuit Court of Appeals. The Ham- 
iltons cannot collect the $6 million until the appeals are 

exhauster 

The Hamiltons are natives of St. Louis and now live in 
a suburb of Washington. Their company has reorganized 
after filing for bankruptcy in 1985. The bankruptcy was 
caused they couple say, by the Justice Department 
refusal to pay $1.8 million the Hamiltons say they were 
owefunder the contract; the department had received 

test copies of the software. 


INSLAW owes about $4 million in legal fees and 
cannot collect the court-awarded money because the 
justice Department continues to appeal the suit. 

The company continues to provide software for law 
enforcement agencies nationwide, including the th e Los 
Angeles County prosecutor's office and the office of the 

St. Louis circuit attorney. . . ... #hQf 

“So what that means,” said William Hamilton, is that 

the 42 largest United States attorney’s offices, including 

St i .ouis and Kansas City, are running on hot intellectual 

Pr Bason, the bankruptcy judge, ruled that the Justice 

Stole the software, called PRGMIS, through trick- 

er « Secretly and unlawfully tried to force the company 
to liquidate, despite the court protec ion afforded in 

** ■ Made decisions based on bias, not fairness. 

■ Refused to investigate allegations of wrongdoing 

W ‘ Instead 6 oPwaiUnTfor the case to work through the 

CHendlle! the husband-and-wife team spent Sunday 
*-rtir\o rpvipwine strategy* 


They are lobbying on Capitol Hill, spurring investlga- 
ors for the House Judiciary Committee who are examin- 
ing the matter. They tell their story to reporters. And 
they have hired former Attorney General Elliot Rich- 
ardson, a Republican, to mount a new courtroom battle 
aimed at forcing Attorney General Dick Thornburgh to 
conduct an impartial internal Investigation. 


Richardson’s petition, called a writ of manda- 
mus, alleges a conspiracy described by an unidentified 
informer In the writ as "a lot dirtier for the Department 
of Justice than Watergate had been, both In its breadth 
and Its depth.” 

Among other things, the Hamiltons’ writ alleges that: 

■ The Justice Department has refused to recognize 
contracts giving INSLAW ownership of the software. 

■ The Hamiltons got a buyout offer from a company 
indirectly controlled by Earl Brian, who had served on a 
task force reporting to then-Attorney General Edwin 
Meese. Brian also had been a member of Ronald Rea- 
gan’s cabinet when Reagan was the governor of 
California. 

Hamilton said that when he refused the offer, an 
officer of the company had responded, "We have ways of 
making you sell.” Company officers have denied this. 

■ Meese’s wife, Ursula Meese, bought stock in two of 
Brian’s companies. In one Instance, she used money 
borrowed from Edwin Thomas. Thomas got a Job from 
Meese and a $100,000 home loan from Brian. 

■ A second buyout offer came from a New York- 
based venture capital firm. That offer followed a meet- 
ing between the New York firm's leader and a business- 
man who claimed to have access to the highest levels of 
Reagan's administration. 

■ a ranking official in the Justice Department, 
Thomas Stanton, tried to push the Hamiltons to MU Ok 
their company rather than rebuild under the protection 

of the bankruptcy laws. 

The Hamiltons make these additlonai a legatlons: 

■ A ranking Justice Department off ciai i net wim a 

cpnior Dartner in the law firm that employed the Hami 
tonsMa^y erf Leigh Ratiner. Within a week of the meet- 
ing, the firm fired the Hamiltons lawyer. Jea . 

sen. now a Mg 

with Meese in the Jensen backed a soft- 

office; the Hamiltons teheve tha^Jens ^ ^ ||)e 

ware company in California maiwu 

Hamiltons'. Jensen has denl edAnyffl P^^^ who was 

ar* becomin8 a 

judge. 
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Jerry Naunheim Jr./Post-Dispatch 

case against the U.S. Justice Department. The 
couple won a $6 million judgment 


In the writ, Richardson writes that “attempts to 
acquire control of PROMIS were linked by a conspiracy 












































Nancy and William Hamilton with the legal doc- 
uments and newspaper articles about their 


Jerry Naunheim Jr./Post-Dispatch 

case against the U.S. Justice Department The 
couple 9 won a $6 million judgment. 
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mcy and William Hamilton with the legal doc- 
aents and newspaper articles about their 


Jerry Naunheim Jr,/Post‘Dispatch 

case against the U.S. Justice Department. The 
couple won a $6 million judgment. 


In the writ, Richardson writes that "attempts to 
acquire control of PROMIS were linked by a conspiracy 
among friends of [former] Attorney General Meese to 
take advantage of their relationship with him or the 
purpose of obtaining a lucrative contract for the auto [na- 
tion of the Department's litigating divisions.” 

The Hamiltons filed their writ in December. M he 
Justice Department has moved for dismissal, claiming 
that the court lacks jurisdiction to intervene. 

The Hamiltons say that the most they stand to gam 
from the writ is that the truth will surface. 
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Nancy Hamilton said that would be enough to satisfy 
her. 

■ "The idea that this can happen in this country is just 
infuriating,” she said. "It simply should not be — and 
we're not about to let them get by with it." 
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Justice Dept, seeks dismissal 
of Inslaw bid for investigation 


Software firm ’s suit aimed 
at forcing internal probe 

By HUNTLEY PA TON 

The U.S. Department of Justice last 
week took formal steps to avoid launching 
.in internal investigation into allegations 
tna: former top Justice officials conspired 
to driv e a local company out of business in 
orcer to steal the firm’s proprietary soft- 
ware product. 

Justice asked a federal judge in Wash- 
ington to dismiss a petition seeking to 
compel the probe, filed by District-based 
computer software firm Inslaw Inc., 
w hich was forced into bankruptcy in 1985 
after Justice withheld payments on a $10 
million contract for the software. 

The bankruptcy court ruled in 1986 that 
Justice tried to steal the software and 
force Inslaw into liquidation. Last Nov- 
ember, that decision was upheld on appeal 
in U.S. District Court in Washington and 
Inslaw was awarded $6.1 million in dam- 
ages, 

(Justice is appealing that decision as 
well, however, and Inslaw has not re- 
ceived any payment for damages.) 

Shortly after winning that latest deci- 
sion, Inslaw filed a new petition asking 
that the court force Attorney General 
Richard Thornburgh to investigate a host 
of allegations that never were clarified or 
dealt with in previous decisions. 

Inslaw claims the Justice conspiracy in- 
volved several Inslaw competitors con- 
trolled by or working with Dr. Earl Brian, 
a prominent business executive, one-time 
White House employee and close friend oi 
former Attorney General Edwin Meese. 
The company wants the cou: to order the 
in\ estigation because, it says, Justice has 
refused to do so in good faith on its own. 

Last week, however. Justice attorneys 
argued that private citizens and companies 
do not have the authority to compel public 
agencies to launch investigations. Justice 
also argued that Inslaw s request for an 
investigation was improper because it pre- 
sented *no request for relief — that is, an 
investigation would not give the company 
relief because it is only a means to an end. 

The motion also noted that Inslaw s al- 
legations will be addressed during Jus- 


tice s appeal of last November’s district 
court decision. 

The 42-page document did not respond 
to any Inslaw allegations. 

If the motion to dismiss is successful, it 
could be a blow to Inslaw, which has 
struggled to collect money from the gov- 
ernment even though two separate court 
rulings found Justice culpable. Late last 
month, a government contract appeals 
panel declined to hear an Inslaw petition 
seeking payment of about $2 million in 
contract fees that Justice continues to 
withhold. 

Justice Department noted that it already 
has investigated Inslaw’s claims, as did a 


Justice attorneys 
argued that private 
citizens and companies 
do not have tl ie 
authority to compel 
public agencies to 
launch investigations. 


U.S. Senate panel. Both investigations 
found no evidence of wrongdoing. 


The Senate investigation, led by Sen. 
Sam Nunn of Georgia, concluded its in- 
vestigation last fall after publicly criticiz- 
ing the Justice Department for refusing to 
cooperate with the probe. Nunn also re- 
ported that numerous Justice employees 
were uncooperative because they feared 
they would lose their jobs if they talked. 


When Justice itself investigated the In- 
iw matter, virtually all of the allega- 
>ns, tips and names of witnesses were 
pplied by Inslaw itself, which had hired 
: own investigators. Inslaw claims Jus- 
:e officials interviewed only one of the 
0 re than 30 informants whose names In- 
tw had supplied to Justice investigators. 

Earl Brian, who through a spokes- 
man has repeatedly denied the aceusa- 
ins of his involvement m the Instaw mat- 
• is the chief executive officer ot a New 
,rk-bascd firm with major stakes in sev- 
d high technology companies. His firm 
:o controls United Press International. 
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AN INDEPENDENT NEWSPAPER 




Justice and the IN SLAW Case 


I NSLAW IS A small computer software com- 
pany in this city that has been engaged in a 
long drawn-out battle with the Justice Depart- 
ment on a contract matter. The company devel- 
oped software that was intended to be used in all 
94 U.S. attorney’s offices across the country for 
the purpose of enabling the department to com- 
nuterize information on cases and defendants. A 
contract for this work was signed in March of 
1982 but disputes arose almost immediately, and 
the agreement was terminated by the Justice 
Department in February of 1984. A year later, 
[he company was compelled to file for reorgam- 
—tinn the U.S. Bankruptcy Court. 

Tympany has lodged a numbw rf seno» 

charges against department officials that bod 
‘down* to an allegation that 

K -tract to 

former attorney s M District Court 

have found evidence of bms and ' ” d that 

duct by government * a ^ e • i n damages and 

INSLAW is entitled to $8 million 

attorneys’ fees. t0 the U.S. 

These rulings—novv he civi i aspe cts of 

Court of Appeals— concern have been 

HeSP ° nSibiUty " ^ 


Justice Department and by the staff of the Senate 
permanent subcommittee on investigations. But 
INSLAW’s owners believe a far more compre- 
hensive inquiry by an unbiased source is needed. 
They have filed suit in federal court seeking to 
compel the Justice Department to launch a full- 
scale investigation, interview 29 witnesses they 
have produced who have so far been ignored and 
put the entire probe in the hands of someone who 
has never been involved in the case before. 

Whether or not this suit is successful, these 
charges cannot be ignored. The House Judiciary 

Committee has begun an investigation, and a 

decision has been made not to tolerate the 

substantial delays, lack of cooperation a d 
heavy-handed interference that undermined th 

Senate inquiry. In the face of two strong | cou t 
ecisions and this looming threat on t le Hill.it 
tod to understand »by Attorney 

burgh is not more forthcoming. H j 

-ading the investigation of allege 
wrongdoing, not stonewallmg it. ^ sjx 

The INSLAW case has been feste 8 tQ 

years, and the Justice peP^^ite court, 
win its civil case in ye ds for a public 

continues to reject all de ™ fjdals handled the 
accounting of how its ow “ lends ere- 

J«Wct Tbi. compel. • 

investigation o« the H, . 
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seeks 


mediator 


in software 


lawsuit 


By Laura M. Lit van 

THE WASHINGTON TIMES 


The Justice department, locked in a 
closely watched court battle with a local 
software contractor that claims the de- 
partment tried to steal its product, wants 
the matter solved quietly by a court- 
appointed mediator. 

In a filing last week with the US. Court 
of Appeals for the District of Columbia, 
the Justice Department said it wants a 
neutral outsider to help end a seven-year 
legal struggle with Inslaw Inc, of the Dis- 
trict. 

During the past two year s, two federal 
courts have ruled that Justice off i cals 
maliciously tried to force Inslaw into 
bankruptcy five years ago to steal soft- 
ware the firm was providing under con- 
tract. The government is appealing the 
most recent of these decisions. 

“The department believes that a neu- 
tral, court-appointed mediator may fa- 
cilitate an expeditious and fair resolution 
of what has been a longstanding and con- 
tentious dispute, without the need for fur- 
ther litigation,” the Justice Department 
said in a statement 

But Inslaw’s president, Bill 1 Hamilton, 
denounced the attempt to use a mediator 
in the case, because he thinks evidence 
of improper activities by high-level Jus- 
tice officials — including then-Anorney 
General Edwin Meese — has yet to be 
brought to light through the legal discov- 
ery process. 

Mr. Hamilton also said he wants first 
to unearth information still undisclosed 
by the department, to aid him in pursuing 
damages. 

“There is the continued pretense that 
this is simply a complicated, private con 
tract dispute between a vendor and the 
government ” Mr. Hamilton said. “ I hat s 
not what this is. This is about a far 
reaching criminal conspiracy that has 
reached the Justice Department from 
top to bottom ” 

A probe by the department was halted 
in July after department investigators 


I roni page B5 


crim 


said they found no evidence of 
inal activity, 

Mediation experts said the use of 
a neutral outsider can help to reduce 


die com-, of bunging or appealing 
Case because it can cut back on 
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cosily attorney fees. They also said 

!’ rfm,ov e a case from the spot- 
hg if often associated with more 
public proceedings. 

" You have the advantage of confi- 
dentiality;* S aid Paul Wahrhaftig 
president of the Conflict Resolution 
Center in Pittsburgh. “You’re not 
vet y con f idential when everyt! iing is 
on the public record in an appeals 

court. f Mediation J is more behind 
closed doors” 

i he dispute revolves around a $10 
million software contract awardee 
to Inslaw in 1982. Jnslaw was to pro- 
vide computer programs it named 
“Promts” that would allow 20 US. 
attorneys’ offices to keep tabs on 
their caseloads. 

According to Mr. Hamilton, Jus- 
tice o Ticials began withholding pay- 
ments to the company in early 1983, 
one month after the procurement of- 
ficer for the contract demanded a 
copy of the proprietary software, 
claiming the company had violated 
the contract by not informing the 
government about new bank credit. 
When the payments stopped, the 
procurement officer said a portion 
of the contract was too costly. 

In January 1988, a US. bank- 
ruptcy court judge found that the 
government had “in bad faith, vex- 
atiously, in wanton disregard of the 
law and facts, and for oppressive 
reasons” tried to steal the software 
and force the company to liquidate. 
I>ast year, US. District Judge Wil- 
liam B. Bryant upheld that ruling on 
appeal and directed Justice to pay 
Inslaw $6.1 million in damages. 

I .ate last year, Inslaw asked the 
US. District Court for the District of 
Columbia to order the department to 
investigate the allegations 

'Hie Justice Department has 
asked the court to dismiss the at- 
tempt to force an internal probe, ar- 
guing, among other things, that pri 
vale companies and citizens can nut 
compel public agencies to investi- 
gate their activities. 

In a sworn affidavit, Mr. Hamilton 
claims that the department wanted 
to obtain the software to help friends 
of Mr Meese, who were seeking a 
contract worth as much as $200 mil- 
lion to install the Promis software on 
computers in most department of- 
fices. 
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NSC FILES PROTEST SAYING TISOFT RENEGED ON CONTRACT PROMISES 


Project Eagle Contractor Under Attack Prom Jilted Sub 


By LEIGH RIVEN BARK 

Tisoft Inc., the small Fairfax, 
Va., systems integrator that 
won the Justice Department’s 
Project Eagle office automation 
contract, is under fire from a 
company that said it helped win 
the award and then was aban- 
doned by Tisoft once Eagle was 

in hand. 

Last Friday a federal court 
in Alexandria, Va., was sched- 
uled to hear arguments in 
Network Systems Corp.’s suit 
against Tisoft. NSC wants $6.4 
million from Tisoft because 
NSC alleged, Tisoft reneged 
on the companies teaming 

“STUaa that the 

teaming deal was no mote than 

"an agreement to agiee <i 
future date and was not a 
binding promise to iela ‘ 

Brooklyn Park, Mmn.-based 
NSC as a subcontractor. 

NSC fired its second salvo m 
the building lugalpl't^ 

week as it responded to 1 is 
motion to dismiss the cab * 


was not until 1 isoft obtained 
what it wanted — the Project 
Eagle contract — that it an- 
nounced that it would not honor 
it- contractual obligations to 
NSC,” the company said in a 
March 26 filing at the U.S. 
District Court for the Eastern 

District of Virginia. 

“While Tisoft was happy to 
rely on NSC’s assistance and 
to highlight NSC’s equipment 
and reputation in its pro- 
posal ... once Tisoft was 
awarded the contract, it aban- 
doned NSC in order to purchase 
Ethernet networking equip- 
ment, presumably because the 
latter equipment is cheaper, 
NSC said. . 

Post-award debriefings re- 
vealed that Tisoft was not the 
low bidder oil the Eagle con- 
tract, which is worth at leas 
$76 million, but won on tec m- 


of the 


cal merit, NSC said. 

NSC said the crux 
technical merit was NSC s pro- 
prietary 1 lyperbus networking 

^Tisoft switched to an Eth- 


ernet networking approach 
shortly after the award. 

The winning proposal stated 
that NSC’s network interface 
card would be “one of the most 
significant components of the 
proposed design,” NSC said. 

Tisoft asked the court to 
dismiss the case because “the 
contract was not awarded to 
Tisoft because o NSC.” lhe 
systems integrator chose to 
drop NSC’s proprietary ap- 
proach in favor of the more 
open and standard Ethernet, 

Tisoft said. 

NSC responded that 1 isoit 
already had considered and 
rejected Ethernet before team- 
ing with NSC. 

The two companies also 
differed widely on how binding 

they considered their teaming 
agreement, which covered the 
solicitation period from 1 9 « 

until the award in June b«S. - 
Tisoft said the agreement did 

not constitute a subcontractbut 

only an agreement to wo 
together on the proposal- In 
short, NSC attempts to entoic 


nothing more than an agree- 
ment to agree on a subcontract 
in the future, the material terms 
of which are unknown,” Tisoft 
said. 

NSC said it delivered a 
value-added remarketer agree- 
ment to Tisoft, an agreement 
that NSC considered a subcon- 
tract for its work on the 
operational Eagle system. NSC 
also quoted the teaming agree- 
ment as saying that “if awarded 
a contract against i hat proposal, 
Tisoft agrees to order all 

networking requirements fiom 

NSC.” 

Lost Profits 

The request for $64 million 
from Tisoft is based on what 
NSC sees as the amount ot its 
lost profits resulting from the 
aliened breach of contract. 

The Justice Department so 
far is staying clear of the hay 

between the two companies, 
deputy assistant attorney gen- 
,r : Steve Colgate said. 1 lit 

“really doesn’t involve us 
ease ieaiiy 0 sEE eagLE, PAGE 24 
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as it s a dispute between a contractor 
and a subcontractor,” Colgate said. 

Progress on implementing Eagle is 
picking up its pace, Colgate added. More 
than 400 Wyse Technology 286- and 
386-based workstations are in place 
anc more are being installed in the 
Washington, D.C., area, in offices of the 
Criminal Division’s Public Integrity 
Section, the Executive Office of the 
U.S. Attorneys and the Tax Division. 

The first field installation, in the 
Eastern District of Pennsylvania, is up 
to 176 workstations. By early summer, 
Justice plans to install Eagle at a rate of 
eight districts a month until all 94 
districts are operational in 1991, Colgate 
said. 

Eagle will use Data General Corp.’s 
MV-class minicomputers, which run 
on Data General’s own operating system, 
but down the road justice could migrate 
onto Data General's Unix-based Aviion 
minis, Colgate said. 

“We haven’t ordered any Aviion- 
class machines,” he said. “The Depart- 
ment of Justice, like other federal 
agencies, looks to open systems, and 
eventually we would look at Data 
General Unix-based systems, but there 
is no rush into that now. 

“We're moving in that open-systems 
direction, using FTS 2000 X.25 packet- 
switched service and TCP/IP, all that is 
a move toward open systems.” < 
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Attorney General caves in 


9 


will assist in Inslaw probe 


Th orn b urgh asserts J usli ce 
will cooperate in inquiry 


By BON Alt MENNINGEIt 
After months of intractability, Attorney 
General Richard Thornburgh two weeks 
ago yielded to growing Congressional 
pressure and agreed to grant investigators 
unlimited access to Justice Department 
personnel and documents relating to the 
controversial Inslaw affair. 

Sources said Thornburgh’s decision 
marks capitulation in a lengthy and some- 
times acrimonious power struggle between 
the attorney genera! and veteran Texas 
Rep. Jack Brooks, chairman of the House 
Judiciary Committee, and may represent a 
turning point in the long and bitter Jnslaw 
dispute, 

A federal bankruptcy judge in 1987 
ruled the Justice Department used “fraud, 
trickery and deceit,” in an attempt to 
drive Inslaw lnc„ t a Washington-based 

software development firm, out of busi- 
ness and steal proprietary software lnslaw 
developed as part of a 1982, S 10-million 
Justice Department contract. The decision 
was upheld on appeal Iasi November, 
in a December lawsuit, lnslaw attorneys 
alleged Justice’s attempts to put the com- 
pany out of business w ere part of a larger 
criminal conspiracy designed to deliver In- 
slaw’s software and lucrative follow-on 
contracts to cronies of former Attorney 

General Edw in Mcesc. 

Reportedly, a confidential Justice in- 
formant in 1988 claimed the lnslaw case 

was “a lot dirtier for the of 

justice titan Watergate ever »as and had 
compromised the agency -at every level, 

according to the suit. i.,dieiarv 

Investigators for Brooks s Ju - 

C ommittee began probing the matter las 
August but until no« have been stymied 
l„ Justice officials’ repeated refusals o 
provide unfettered access to key doc - 
menu and personnel involved in the ca e 
"I think (Thornburgh) finally reali/c 

that Brooks isn’t going to go away and 
this issue isn’t going to go away, one 
emirre said “And I dunk he sees there is a 
political cos. for hint to comma. 

to hold this thing up. fnr t he 

Michael Robinson, a spokesm. 
j ust j ce Department, confirmed 
Brooks invest) cat ion was now proceeding 

*th the cooperation of. he ^P"’ o 
“There were some details tha 
be worked ou, between the Depan me. I 

■™» the commit tje regardmg some^pro^^ 

dural issues, and those u 

been resolved 

the Department and the 

Robinson said. 


The Judiciary Committee staff refused 
to comment on the investigation or the 
possibility of hearings into the matter. 
One observer, however, speculates hear- 
ings may be held before the congressional 
recess in July. 

William Hamilton, Inslaw’s president, 
declined to comment on the latest devel- 


opments, 

Thornburgh’s decision to cooperate 
with Judiciary investigators is apparently 
unprecedented. Justice Department ob- 
servers say this marks the first time in re- 
cent memory Justice has allowed itself to 
be investigated by an external agency. 

One source speculated Thornburgh’s 
change in tactics may be designed to head 
off expected criticism about his lack of 
cooperation when he appears before 
Brooks’ judiciary Committee in May for 
the Justice Department’s annual appropri- 
ations hearings. 

In another sign the Justice Department 
may be softening its stance on the matter, 
attorneys for the department last month 
filed a motion in the U.S, Court of Ap- 
peals seeking the appointment of a neutral 
mediator to help resolve the lnslaw litiga- 
tion, which is again on appeal. 

Prior to Thornburgh’s agreement to co- 
operate, Justice officials had repeatedly 
denied Congressional investigators access 
to documents relating both to the original 
lnslaw contract and a potentially related 
issue, the $76-million Project Eagle com- 
puter procurement. 

The agency also had stipulated that Jus- 
tice employees could be interviewed only 
in the presence of Justice Department at- 
torneys. Knowledgeable sources con- 
firmed last week that Thornburgh has ver- 
bally agreed to distribute a memo urging 
justice employees cooperate with the 
House investigators and assuring them no 
retribution will follow if witnesses tell 
what thev know about the dispute. _ 

Fear of retribution and the restriction of 
documents hindered an earher Congres- 

-C2S i" «■» -d that 

While they could And no ev, «.« of . 

criminal conspiracy timely invesri- 

to conduct a free, tun : ai De _ 

gation was hampered by the (Jus»c 

partment’s lack of cooperation. 


In a strange turn of events, the subcom- 
mittee, chaired by Sen. Sam Nunn, report- 
edly has so far declined to turn over its 
files on the lnslaw case to the Brooks com- 
mittee investigators now probing the mat- 
ter. 


A stnlfcr t or Nunn’s subcommittee 

would not comment on the allegation. 

Two internal Justice Department inves- 
tigations into the lnslaw affair over the 
past several years — by the Office of 
Professional Responsibility and the Crimi- 
nal Division's Public Integrity Unit — 
have found no evidence of anv criminal 
activity. Inslaw's December lawsuit, 
which names Thornburgh as the respon- 
dent, seeks to compel another Justice 
probe into the matter. 

The current investigation by Brook’s 
Committee is delving into both the origi- 
nal lnslaw contract and the Project Eagle 
procurement, a hardware buy to provide 
office automation and case management 
systems for Justice’s 93 U.S Attorney’s 
offices, its criminal and tax divisions and 
potentially all Justice offices around the 
country. 

The contract, which has been estimated 
to he worth up to $800 million with fol- 
low-ons and is the largest Justice <>epart- 
ment procurement ever, was awarded to 
Fairfax-based Tisoft Inc. last June. 

Hsoft’s bid of $76 million for the initial 
phase of the project was reportedly $28 
million higher than the low bidder on the 
job. Justice officials have justified the 
higher-priced award by stating that Tisoft 
provided a technically superior solution. 
However, Tisoft recently elected to substi- 
tute different equipment for the mini- 
computers they had originally bid. 

Even before the aw’ard to Tisoft, lnslaw’ 
attorneys questioned the legitimacy and 
propriety of the entire Eagle project be- 
cause they believe Justice planned to use 
Insiaw’’s disputed Promis software as the 
centerpiece case management system to 

run on the Eagle network. 

Justice officials have denied any 
connection between the lnslaw software 
and Eagle and have recently claimed pub- 
licly that Eagle’s sole function is to pro- 
vide office automation systems However, 

an August 1 989 private correspom fence 
between the Justice Department and til 
General Service Administration c . 
firmed that case management 
would be , ..stalled on Eb gle 
and that it »ould take three years to 

velop the software. 1ire , n 

Ti,, t-acle procurement uro> 

w tied the contract before developmg 
security system or conducing • 
sis for the massive data > Act of 

violation of the Computer Security 
,u 87 . The Eagle system 

sensitive mformatm namej oi 

criminal cases, inciuamB 
criminal wil nesses. 






Mr. Thornburgh Cooperates 


A i I HR SIX years of stonewalling, the Justice 
Department has finally taken a conciliatory 
step toward getting to the bottom of a nasty 
contract dispute. The case involves INSLAW, a local 
computer software company that developed material 
to be used in keeping track of cases in all the ILS. 
attorneys' offices around the country. INSLAW 
alleges that in the early ’80s, Justice Department 
officials— including some dose associates of former 
attorney general Edwin Meese — terminated IN- 
SLAW’s multi-million-dollar contract and conspired 
to drive the company out of business in order to 
award the contract to insiders. The government has 
consistently denied these charges but has yet to win 
a victory in court. 

So far two federal courts have found evidence of 
bias and serious misconduct by government lawyers 
in connection with the INSLAW contract, and the 
company has been awarded $8 million in damages 
and attorneys' fees. This civil case is on appeal. 
INSLAW is also trying, in court, to force a criminal 
prosecution, but that is very difficult to do. A better 
course would be to Iihvc the [joteiitially criiiiiusl 
aspects of the case investigated by a neutral body 
that has not been involved in tue drawn-out dispute. 
The justice Department has conducted wo internal 
investigations and, in spite of court findings of 
impropriety, has found no grounds for prosecution. 
The Senate permanent subcommittee on investiga- 


tions undertook a probe in 1987, but the staff report 
that was produced criticized the department for lack 
of cooperation. The report specifically faulted the 
department's insistence that Justice lawyers repre- 
sent any employee who was called to testify. In 
practical terms, this meant these witnesses were 
always interviewed in the presence of attorneys 
whose primary client was the department. 

Last August the House Judiciary Committee began 
a new investigation determined not to agree to the 
conditions imposed on the Senate subcommittee. 
After months of negotiations, Attorney General Dick 
Thornburgh has now assured Judiciary Committee 
chairman Jack Brooks (D-Tex.) that his inquiry will 
have the full cooperation of the department. Com- 
mittee investigators will have direct access to de- 
partment personnel and documents, and employees 
will be assured that they can testify without fear of 
retribution. This is not only the right decision, it is a 
sensible one in the department's own interest. Doubts 
about the objectivity of the department's investiga- 
tions, and questions about the failure to prosecute 
anyone in this matter, would have been bound to 
linger if the department had continued to obstruct an 
outside investigation. There may be no grounds for 
criminal prosecution in this case, but no matter what 
the outcome, cooperating in the House committee 
investigation is the best way for the attorney general 
to protect the integrity of the department. 




Firm says new bid geared 
to its I*romis source code 


By HON AH MIONNlNl IKU 
Inslaw 1 ik\ , the Washington based soft- 
ware firm entangled in a bittei legal dis- 
pute with the Department of Justice, at- 
tacked anew last week with a piotcst alien 
ing a pending Justice Department 
software buy is in tact a surreptitious ef- 
fort aimed at converting software owned 
and developed by Inslaw. 

Inslaw’s April 23 agency protest claims 
a rcqucst-for-proposal (RFP) issued Jan. 
30 by the Justice Department's I, and and 
Natural Resources Division is a ’’conver- 
sion contract masquerading as a develop- 
ment effort ” and a blueprint for copying 
to a new format the source code of 


Promis, the Inslaw-devclopcd software at 
the core of the company's long-running 

dispute with the Department. 

The company developed Promis as part 
of a S10-million, 1982 contract with the 
Department. Inslaw’s protest alleges the 
impending Justice “conversion” repre- 
sents a violation of a January 1988 perma- 
nent injunction issued by the U.S. Bank- 
ruptcy Court prohibiting the Justice De- 
partment from expanding the use of 
Promis or converting Promis for opera- 


)n on other platforms. 

The order stemmed from a court ruling 
hich found the Department fraudulently 
tempted to put Inslaw out of business 

id steal the rights to Promis. 

Carol Rothgcb, Justice Department 
>ntraeting officer for the procurement, 

to comment, a >>o, 

jokesman, Michael Robinson. s.nd t 
S cncy had not yet fully reviewed the pro- 
1st but would have no comment in any 
ise since the entire inslaw affair remains 


in litigation. . . „ . n c 

In backing up its a! c * lnd w ‘» s Dr0 

planned Promis conversion. Ml P 


test asserts the functional and design re- 
quirements in the Land and Natural Re- 
sources RFP “precisely match the capabil- 
ities of Promis” and notes the RFP calls 
lor the winning vendor to have at least 
“five years experience with Promis.” 

At the same time the procurement's lan- 
guage excludes Inslaw from bidding re- 
sponsive off-the-shelf software and, the 
protest alleges, appears designed to 
“wire” delivery of the contract to .Arling- 
ton-based Software Development and Ser- 
vices Corp., a company headed by a 
former Inslaw executive. The executive, 
William Garbee, left Inslaw in 1985 and is 
the only individual outside Inslaw who 
possesses the expertise to copy the Promis 
code, according to the protest. 

Garbee was out of town last week and 
unavailable for comment. Gilbert P. 
Muir, vice president of Software Develop- 
ment and -Services, said Inslaw 's allega- 
tions were unfounded. Muir acknowl- 
edged Software Development planned to 
bid the Justice procurement in question, 
but said two other companies also planned 

to bid the job. 


“I don't think those other firms would 
waste their money bidding the contract if 
they thought it was wired to us,” Muir 



fhe procurement calls for the develop- 
nt ot a litigation case management sys- 
1 for use in “case tracking, attorney 

i paralegal timekeeping, debt and ta- 
rt witness tracking, files manageme 

ii similar functions. The Rpp . 

milntes the government will own the 
pulates m g software once the 

jprietary rights to the souwarc 

>ject is completed. 


A perennial critic of the government's 
computer procurement policies and an I n- 
slaw ally last * < said the lack of ade- 

quate technical in forma don in the RF? as 


well as the requirement that the work be 
completed in one year and at a fixed price 
raised questions about the Department’s 
intentions in conducting the development 


procurement. 

“It’s unheard of to have a fixed-price, 
fixed-duration software development con- 
tract,” said Terry Miller, president of 
Great Falls-based Government Sales Con- 
sultants Inc. “That’s just rot the way 
software Is developed. It taxes a lot of 
money and a lot of time and is generally 
done on a cost-plus basis.” 

Miller addec: “it's going to be real in- 
teresting to see how Justice reacts (to the 
protest.)” 

Charges raised by Ins^aw of a criminal 
conspiracy involving the Department of 
Justice’s attempts to put the company out 
of business are currently the subject of an 
Inslaw lawsuit as well as an investigation 
by the House Judiciary Committee, 
chaired by Rep. Jack Brooxs. 
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U.S. attorney general is abusing government’s power 


w 

Nothing in public life is uglier than the 
abuse of power. Here in the capital, no recent 
abuse of power is much uglier than the abuse of 
power that continues in the lingering Inslaw 
case. You ought to know about it, 

Bneflv summarized, the case involves an 
effort bv the Justice Department to steal the 
software of a young inventor, to drive his small 
corporation into bankruptcy, to rig bids on $200 
million in software contracts, and to stonewall 
a Senate subcommittee that futilely attempted 
to look into the affair. 

Early in January I wrote of the Inslaw case 
that it was beginning to smell to high heaven I 
asked what Attorney General Dick Thornburgh 
proposed to do about it. Four months have 
passed. The stench grows worse And horn- 
burgh proposes to do nothing about it 

The attorney general is using every re- 
course at his command to prevent an indepen- 
dent investigation of the Inslaw case. One 
searches for a word to describe the conduct of 
the Department of Justice, "Unjust comes to 
mind, but "unconscionable" is closer to the 

rn 'i r fee 

Let me go back. The case involves William 
Hamilton, a brilliant computer programmer 
who is president of his small firm. Inslaw Inc, n 
1973 he began development of software that 
would enable government prosecutors to keep 
accurate track of their caseloads. He called the 
system PROMIS (Prosecutor's Management 
Information System). With progressive im- 
provements it worked so well that in 
Hamilton won a three-year contract to install 
the system in 20 of the most active U.S. - 
nevs* offices. He fulfilled the contract By with- 
holding payments, the Justice Departmen 

pushed him into bankruptcy. 

How could this have happened. Hamilton 



JAMES J. KILPATRICK 

charged conspiracy. The PROMIS contract had 
fallen into the hands of a deputy attorney 
general, C. Madison Brewer Several years 
earlier, Hamilton had fired him from InsUw 
Hamilton alleged that Brewer nad enlisted 
other officials in a vindictive scheme to dis- 
credit the software and to capture his inven- 
tion. Che charges smacked of paranoia 

Bankruptcy Judge George F. Bason Jr 
spent months in hearing evidence. In Septem- 
ber 1987, he sustained Hamilton down the line. 
Bason found there had indeed been a plot to 
achieve the inventor s "ruination" The pay- 
ments had been withheld in bad faith, vexa- 
tiously, and in wanton disregard of the law and 
the facts " The department 'took, converted, 
stole" the enhanced PROMIS system by trick- 
ery, fraud and deceit." Brewer was motivated 
•by an intense desire for revenge. The testi- 
mony of department witnesses was totally 
unbelievable." Bason awarded Hamilton So * 
million in damages, plus another million i 

legal fees. 

It was a stunning decision — so stunning 

that Sen, Sam Nunn assigned his J*J™*?* k 
subcommittee on investigations to have a look. 


The subcommittee staff found no proof of a con- 
spiracy, chiefly because the Justice Department 
made it impossible for the staff to do its work. 
Nunn svas stonewalled all the way bv "the depart- 
ment’s mtransigency." 

A department spokesman confidently pre- 
dicted before Nunn’s subcommittee that Bason’s 
decision would be overturned on appeal. He was 
dead wrong. In November 1989, US. District 
Judge William B, Bryant affirmed the bankruptcy 
court on every major finding. Inslaw performed 
its contract, said Judge Bryant, "in a hostile envi- 
ronment that extended from the higher echelons 
of the Justice Department to the officials who had 
day-to-day responsibility for supervising us work." 
There was "convincing, perhaps compelling sup- 
port ’ for Bason’s findings. Bryant refused to dis- 
turb them. 

Whereupon Thornburgh announced that the 
government would take a further appeal, the 
better to exhaust-Hamilton’s resources. Hamilton 
responded by suing for a writ of mandamus to 
compel the attorney general to appoint indepen 
dent special counsel to investigate, Such an ap- 
pointment could lead to criminal charges Thorn 
burgh last month demanded that the suit be 
dismissed He claims an absolute, unreviewabie 
power of "prosecutorial discretion. He will not 
set an impartial investigation in motion. 

Meanwhile the department has advertised ! ( ’■ 
bids on a case-management system 
of Land and Natural 

requirements have been so skillfully draw n mat 
Inslaw is effectively barred from 
thecontract. . rt ., r 

There the ugly matter sttnds ^omeyOem r 
al Thornburgh has at command h ? 

,he government!* bottomlessPurseHe 

abusing that power. I for one cr. 


Washington 
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Tisoftbags 

Eagle only to be 

netted by Inslaw 

Vienna systems integrator finds 

itself in thick of ‘Computer gate’ 

By SONAR MENNINGER 
A year’ ago, Vienna systems integrator 
Tisoft Inc. won its biggest contract ever, a 
S 6 million Department of Justtce office 
automation hardware buy known as 

36 Good news for the company but Ti- 

Sssssar--* 

Sla -Vam completely convinced that when 
j an d the investigations are 

L he d h us ; will be absolutely no evi- 

finished, there * ul between Project 

den f a °i d a th C e° Inslaw matter,” Gallagher 
^id lar. w«k. “It’s just getting there 

that’s paiafuT ’ vear5i a fight to the 
qvertn P Washington software 

houle I-’aw fnc. and the Justice Depan. 

house A—* a Hnminate center stage 

mem has come cV , ven dor disputes 

among tae Washington computer 

ongoing in tne 

community- , , ru } e d the Jus- 

Two federal J udgc * . ntlv attempted to 

tree Department fraudulently at^ ^ 

drive Inslaw out of buSin SeeTlSOFT .page30 


TISOFT continuec from Page 1 

proprietary software, a system called 
Promis designed in 1982 as an interactive 
data base for the management of legal 
cases at U.S. Attorneys’ offices around 
the country. 

Inslaw's president, Bill Hamilton, has 
asserted the attempt to destroy Inslaw was 
part of a larger criminal scheme aimed at 
delivering Promis and future associated 
contracts to cronies of former Attorney 

General Edwin Meese. 

Even before Tisoft won the Eagle con- 
tract, Inslaw attorneys claimed pirated 
copies of Promis were intended as the cen- 
terpiece software for the Eagle equipment, 
but when efforts to misappropriate 
Promis failed, the Justice Department 
found itself with an impending major 
computer buy but no case management 

software to run on it. lf 

Vague suggestions that Tisoft was Use 
somehow involved in the alleged crirmn 
conspiracy surfaced after award to the 
firm last June. The suppositions grew in 
part from the fact that Tisoft was hi g 
bidder - S28 million over the low bid for 
th „ project — and in part because of Tt- 
soft’s creation of two tiers of st«k« J an- 
uarv 1986. The later fact appeared to mdt 

cau the company was to be sold to an uni- 
dentified party or parties. 

The change in Tisoft s capnal s uc ur 

the Eagle procurement. 

Gallagher acknowledged Ttsofus^ ^ 

block, but he ^y st h ock configuration 

in some way revealed the^ v ^ 

planned to C TL° ra ] j s absurd, 
former Attorney liers 0 f 

According to Gallagher . ta _ 
stock were created solely to 








p emendation of an employee stock option 
plan. A subsequent modification to the 

Pr^ n F S i bylaWS tW0 months before 

Project Eagle was awarded — the amend- 

^Iav«Vn-th U i 1 *u eClfied “ extraor£ iinarv” 

delays w the disbursement of the new ctess 
of stock — resulted from the fact that the 
company s executives had chosen not to 
exercise their options, Gallagher said. 

Gtnagher said he is seeking to sell be- 
cause all his equity is tied up in the com- 
pany and ‘Tm 52 years old and 1 want 
some liquidity/’ 

On the issue of the top-dollar award to 
Tisoit, Gallagher said the evaluation of 
the ragje bid was weighed 60 percent to- 
ward technical and managerial considera- 
tions and 40 percent toward cost. As a re- 
sult, he said, Tisoft made a decision early 
on to go after all desirable technical fea- 
tures and in so doing accumulate evalua- 
tion points in the firm’s favor. The top- 

shelf strategy was successful, he said. 

“We didn’t want to go in and low ball 
the thing,” he said. “Our plan from the 
stan was to go after the desirable features 
as opposed to the minimum mandatory 
requirements.” 
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Pat Gallagher, head of Tisoft, feels his com- 
pany has been unfairly tarred in the Insiaw 
probe. 


Gallagher said a post-award change in 
the hardware central to Tisoft’ s bid — a 
change that triggered a lawsuit by the 
jilted supplier — was driven by a stipula- 
tion in the Eagle contract that mandated 
the winning vendor provide technological 

upgrade options after award. 
frg T *agher went on to say that nowhere 

in the Eagle REP did the Department stip- 
ulate or note that case management soft- 
ware would run on the equipment. That 
claim is hotly disputed by Inslaw s Hamil- 
ton. who cites a number of points in the 
REP he says clearly indicate the comput- 
ers will be used for case management sort- 

ware. 


Hamilton s assertion about the govern- 
ment’s plan is supported by a letter from 
the Department of Justice to the General 
Services Administration in August 1989 
that stated a case management system will 
be developed and installed on the by-then- 
al ready acquired Eagle hardware within 
three years. 

In the meantime, Justice is seeking S4 
million to buy new Prime computers in 
order to continue operating the Promis 
software in the 42 largest U.S. Attorneys’ 
offices. 

According to Hamilton, the Prime buy 
is redundant when considered alongside 
the massive Eagle acquisition and reflects 
the depth of the government’s case track- 
ing software dilemma. 

For all that, Michael Robinson, a 
spokesman for the department, last week 
said Project Eagle was not and is not de- 
signed to run any case management soft- 
ware. When asked about the Justice-to- 
GSA letter to the contrary, Robinson said, 
“I don’t know. I can’t explain that.” 

Regardless of what Justice plans to do 
with the machines, Gallagher said it is not 
a concern of Tisoft’s. 

“What the government does with the 
machines is up to them,” he said. 

Resolution of the questions surrounding 
the government’s motives and intentions 
regarding Eagle will probably not be re- 
solved until an investigation into the entire 
Inslaw matter now being conducted by the 
House Judiciary Committee is complete. 

Said Gallagher: Tm not saying that In- 
slaw was or was not badly treated. My 
only point is that Tisoft and the Eagle 
contract are not involved. We’ve got 100 
hearty souls working diligently on this, 
and if forces beyond our control harm this 
contract, then it is a matter of great con- 
cern to us The contract is the company.” 
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Software Maker Finds Wheels ofJuftiaWfHnd' 
Slowly When Justice Department Is the Accused 


By Paul M. Barrett 

Staff Reporter of The Waul Street Journal 

WASHINGTON — Like a labyrinthine 
lawsuit out of Charles Dickens’s "Bleak 
House," the case of Inslaw Inc . v. U.S. 
Department of Justice threatens to drag on 
forever, growing more opaque with age. 

The story began happily enough in 1982, 
when William Hamilton, a computer soft- 
ware inventor who owns and runs Inslaw 
with his wife, Nancy, landed a S10 million 
contract to provide the Justice Department 
with a computer program to track court 
cases. The dispute over precisely what 
happened next has spawned a cottage in- 
dustry for Washington lawyers. 

In seven years of claims and counter- 
claims, two federal courts have affirmed 
the Hamdtons’ basic assertion: The Jus- 
tice Department under Attorney General 
Edwm Meese stole Inslaw's “Promis” 
case-management software, which almost 
half of the regional U.S. attorneys’ offices 
continue to use. The Hamiltons’ tiny Wash- 
ington, D.C., company was awarded more 
than S6 million in compensatory damages, 
but the government hasn’t paid a penny 
while it has appealed the case for a second 

time. ' 

After years of no-holds-barred legal de- 
fense, the Justice Department has lately 
shown interest in quietly resolving the 
case. It now proposes turning the dispute 
over to a court-appointed mediator. 

But the Hamiltons refuse to settle. They 
want a public airing of their allegations 
that a conspiracy reaching all the way to 
then-Attorney / General Meese s office 
Aimed to drive Inslaw out of business and 
make off with its software. The depart- 
ment Mr. Meese and other current and 
former officials have denied the char^ 
The Hamiltons* best hope for a com 

loro hearing may come from the House 
plete hw W Mch has been in- 

judicial . j, is tice Department's com 

puter-procurement ls 

the in the Jus- 

uce Department s known , is 

haul ever. i e tst S212 million over 

& much more. 

n Judiciary Chairman Jack Brooks the 

a W5K. 

ciacy pat - , pi^ss, he con 

administration. T computer mod- 

tends. has aim by 

ernization at the Jusuvc 

"as much as l !\^‘ S : techno togical back- 
Widely the 

water, even by gov _ ■. j. nee ds outside 

justice Departing conl nuter operations, 
supervision of lt s p a Falls church, 
contends Terry ; * , “justice ranks 

Va.. high-tech consul ItaJ. agencies this 

amoni 


Department of Incompatibility 

Though they claim tilings are improv- 
ing, department officials admit that most 
of the agency’s numerous bureaus and sub- 
divisions use incompatible equipment, re- 
sulting in lost time, money and occasion- 
ally even lawsuits. Until recently, some 
prosecutors “were getting whipped in 


Inslaw performed its 
contract in a hostile 
environment that extended 
from the higher echelons of 
the Justice Department ” 

-U.S. District Judge 
William Bryant 



court" by private lawyers armed with 
more sophisticated research and 
word-processing support, says Stephen Col- 
gate, a senior department administrator. 

The department hired Inslaw in 1982 to 
begin to address the problem with its 
Promis computer software, which remains 
the leading commercially available legal 
case- management program. Almost imme- 
diately, the contract became tangled in 
technical disputes, prompting Justice to 
cf?<is6 certain payments and ultimately 
driving Inslaw into bankruptcy court. 

The" Judiciary Committee is investigat- 
ing whether this was an example of ham- 
handed federal procurement or, as the 
Hamiltons allege, evidence of a massive 

conspiracy. , 

The courts, without directly addressing 

the role of Mr, Meese or his top aides, 
have ruled for Inslaw. In 198(, a federal 
bankruptcy judge found that midlevel Jus- 
tice Department officials, by means of 
trickery, fraud and deceit sto e the 
Promis case-management software ami 
nnrmselv tried to force Inslaw s liquida 
P ,, U( L william Bryant last November 
affirmed the decision, noting enigmatical y 
that Testimony and depositions indicated 
“Inslaw performed its contract • : 

environment that extended trom thehUt 

echelons of the Jus itself in 
JS reviews. ¥%$*£&* 

of interest f^eral court here to 

They have asked he ‘ n . (A sen- 
order a "ew criminal n i t » conimlttee in- 
ate government a«< , 0 find proof of 

vestlgation tostye , nst mslaw. But 

a criminal co sf > > ^ f said ttie y had 

the subcommittee sc tment eni- 

re^uf they^l lose their jobs if 

Rjt»y talked. I 


Based on privately funded detective 
work, the Hamiltons say they believe that 
investors with personal links to the Reagan 
administration conspired with Meese Jus 
tice Department officials to rum Inslaw. 
The investors' alleged goal was to acquire 
Promis- possibly at Inslaw's liquidation 
sale -and use the valuable software to win 
a bigger prize: the Project Eagle contract 
to deliver at least 12,000 new computer 
workstations, complete with software, to 
some 200 Justice Department sites nation- 
wide. 

"This is corruption, and it deserves to 
be prosecuted." contends Mr. Hamilton, 
who, with his wife, has resuscitated Ins- 
law, which now sells updated versions of 
Promis to private and municipal cus- 
tomers. 

The Hamiltons’ conspiracy theory is re- 
ceiving point-by-point attention from the 
House Judiciary Committee investigators, 
in part because of Rep. Brooks’s belief that 
government agencies periodically punish 
contractors who cross them. The commit- 
*tee staff also is considering questions the 
Hamiltons have raised about Project Ea- 
gle. 

Still No Compatibility 

Among these are why. after the pro- 
tracted battle over acquiring the Promis 
software. Project Eagle doesn t include a 
uniform case-management program tor all 
of the Justice Department s branches. It 
iust doesn't make any sense at all. says 

Mr. Miller, the private computer consult- 
ant, Lawyers in the department s ttashm B 
ton headquarters can t tap into a common 
data base to tell if someone in a regional 
field office is working on tne same case, 
rnnfirms Tony Salvemini, a technology an 
alyst with the General Accounting Office, a 
congressional watchdog agency 

TTkmo- a dark view, the Hammons <n 
lege that” the missing «ff”W > gS2 t 
system j a f tj j“Kartment officials insist 
fhaalK Eagle contract, awarded last June 

St& Inc- of ™ 

dude a uniform i case -"J a “j cr atlc reason: 

&W dig^Mjsmlor comp* 

¥%sSa VST* ^ 

pany under congre^na 1 ^ T l- 

Patrick Gallaghe , _ Jp . s * charges oi 
anything about the Ha > fcel | lk0 

S& 53??K storm that has a » 
of its own. 
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buret'haTh^rw A u tt ° raey General ^hard L Thom- 
e § tt s had Washington insiders scratching tneir 
heads. How could the former - r> . 


who was known as such 

* -i _ 


governor of Pennsylvania. 

* -01 


acknowl- 


nl^ *”;C^"‘u a :/ uun a savvy P°htician r seem so out of 
place in the Bush Administration? With 

‘tie top management at Justice, Thornt 

edged that he had serious problems. B 

whether he acted in time to restore his 

Democrats are deeply suspicious of Thornburgh. Reoorts 
that a 1989 leak against House Maioritv WhiD — ' — 

William H firau m 


William H. Gray III (D-Pa.) may have come 
t' rom within Justice s executive suite have re- 
vived grumbling that the department is willing 
to play politics with law enforcement. And 
Thornburgh’s strained relations with civil- 
rights groups have hurt Republican efforts to 
reach out to black voters. 

The departure of Deputy Attorney General 
Donald B. Ayer after only six months on the 
job gave Thornburgh a chance to bring in some 
old Washington hands. He elevated legal advis- 
er William P. Barr to the No. 2 job and promot- 
ed Barr’s deputy, J. Michael Luttig. 
sparring matches. Perhaps more important is 
the reassignment of two close aides from the 
Pennsylvania days. Political gatekeeper Robert 
S. Ross Jr. and spokesman David R. Runkel, 
whose press briefings had become tense spar- 
ring: matches, have been moved to lower-profile jobs. In the 
new organization, division chiefs will be given more direct 
access to their boss. “If you look at the picture a r,ei' tne du=t 
settles, it will be strongly representative of the Washington 
Establishment,” says one senior Justice official Lm 

The Thornburgh Justice Dept has always had talent L 
officials such as Solicitor General Kenneth W. btarr and ant 
trust chief l imes F. Rill are widely respected. The proole 
was Thornburgh’s personal staff, which was run □. 
members of his H arrisburg mafia. 

CAPt ML WRAMIP 


Legal adviser Barr's assignment „ c r „„ „„ . 

b \ <kpa f ment hasn't had a strong 
pfin tb Tho ™b , ^ h ie°k over in the last months of thl 

the frb Tire Justice chiefs original choice for 

the job, former New York Li. S. Attomev Robert B. Fiske Jr 

was shot down by conservatives. Ayer, a California U. S. attor- 

ne - turned corporate lawyer, never found a wav to work with 
the Pennsylvania gang. 

Tbe r.e a nands have -lose ties to the White House, which 

seems to signal that Thornburgh’s problems 
have begun to worry top Bush aides. Barr 
vor-.ec at the Central Intelligence Agency un- 
der George 3ush and did a stmt in the Reagan 
WTiite House. Luttig also is a Reagan Adminis- 
tration veteran. And a new press secretary will 
be hired, possibly from the White House. 

Observers on Capitol Hill regard the moves 
as long overdue. Congressional staffers grum- 
ble that Justice often weighs in late with objec- 
tions to pending bills and tries to frustrate 
committees efforts to gather information from 
the department 

The White House is also taking a stronger 
interest in policy issues. On May 14, after meet- 
ing with representatives of black groups, the 
President announced that he would try to work 
out a compromise bill overturning a string of 
Thornburgh: lower PROFILE Q, m rpmp Cnnrt decisions on affirmative action. 


Earlier Thornburgh drew the ire of the civil-rights community 
bv trying to derail the legislation with veto threats, 

“ Officially. White House aides insist they are happy with the 
iob Thornburgh is doing despite the turmoil at Justice. But 
Thornburgh has already damaged Ms political reputation and 
dimmed his chances for seeking another elected 
ful of Bush's fondness for a tidy, smooth-running AdmmBtra- 
tion, Thornburgh's new objective may be to lower his profile— 

and simply survive. Smart 
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ost of Hie zillions of dollars frit- 
tered away by the nation s im- 
provident savings and loans are gt> 

forever. But the ^ ede ^ D ®^ u TS: 
ance Corp. has larnch^ an aUKiut^etj 

fort to recover what R can , 

thrifts’ junk-bond losses. The firs - 

f5 ST^ Michael Milken's $400 
miliion settlement with the e«in e 
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sentencing this faU. The agencj-, a 
member g of the Drexel bankruptcy 
creditors' committee, also hopes to 
squeeze what it can from the wreckage 
of the investment banking nrm. 
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ouse will warn that par- 
us will infiltrate the FBI 

" c F u If federal employees are 
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A quiet rivalry is ^ r0W1 “? , 

tween two top pemocranc d^ 
fense mavens. Senate 

Ga .) grahb^ to s^ht te 

for not hav- 

Ae Bush Arnim^ for a posfrcold- 
in® a military strategy r _ 

wfr world. Now, House Amedh^ 

vices Committee s tage with a 
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°f takmg Nnnn efine ^ ideological 
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Another fine Meese mess. 
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By Jacob Weisberg 



~$ula Meese used to say that if her husband. 
Ed, were a woman, he would have gotten 
pregnant a hundred times. In a new bock 

■» ■ m , a * « 


I O ^ ^ Ml* frtiiilb J« iu 

— about the Wed tech scandal, Too Coed 
T “^. James Traub recounts the many instances of 
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ruined by cronies trying to capitalize on their relation* 

ships with Meese. ^ _ 

Despite substantial evidence of a conspiracy cm* 
cials inside the Justice Department — inducing, per- 
haps, Meese himself — to defraud the company, and de- 
spite evidence of a cover-up and of perjury by omdais 
who worked under him. the Justice Department ha* yet 
to take jeriouslv the charges of corruption stemming 
from the scandal. Until it does, the doud Meese cam tc 
with him will continue to hang over the department. 

The daumingly complex stop- o- f 
March 1982. when the company s 

ev Faroilton. signed a three-year, SlO million WWW” 
eouip die Justice Department with a case-manag 
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nesses, and defendants, and lrOJe al- 

more effectively. the justice Departs e;'- 
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Bowies pnovec intractable, Ham- 
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. _ _sy ueEsesaa riho: Richard- 

adviser to his company when 
lie 1970s. la December 1965 
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K their rase fre Hamilton s met Antho- 
r.v rash air ?r?r-., -he was deputy director of 
the Exccud'f If-: for US. Trustees, which over- 
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r z visit from department officials, 
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ao justice Department pressure 
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When Hamilton said he wasn’t ;n r( .° rCe ^ e - nt *®* bw * r ** 
business, Uiti reponedlv said- TITT * n SeUl ? g his 

inc von sell ” t i.»; i , : e haVf wa >’s of mak- 


WedtecVscTnrf I""' Tl «* wS'” ^‘ C ’ '• 

^erdlsS? ttssSSt 


, attorney general to win <w h Jf relau °n$hip with 

« in VV’edte* C! ’ 3 e d ' fense «»• 

Meese understood the attemm to ” n K ° FmaI P^oof that 

ship With him. But in *K« T vti! .... m on a relation- 


unlike 


»ch. Meese and hh ^ ' n $Can<J 
selves through the stock ulsuiTtf t0 Pr ° fU 

counted all of t h ese charges^ J ' men have both 
tons’ explanation Ts ^omec-' Thou ?^? 1€r thc Han) U- 

acted wrongfully in Dijr«.M n ^. “ Justice Deparunent 

the aas ^ 

Sam Nunn be^ n 0n ^^tionsjtchaired by 

Shortly in'; itsTnouL 1- b °“° m ° f * e »oty. 
federal court by Z ^ l t0 papers fJed m 

«5S£ “vesugawr, Ronald LeGrand, Z 

ceivea a rail from an unnamed senior official at Timire 

ZZ v h LeGrand WI, 'd° r “ d tru$ted com - 

^?™ d . Sa : d the ofH ^ ‘old him that the 


m 


f 


inevou seU - bWh, (irJ ave wa ^ 3 of mak- 

Hamilton, and 

ultimately behind ^k 1 * 8 * 1 d ° Cumer ’ IS that Bria u ^as 
?, “ y *5 same Pehod, which was when its trou* 

and take aavamage of his relationship with Meese to get 
lucrative computer contracts with the Justice Depart- 
ment, ulumate.y including Project Eagle, which was 
designed to utilize PROmis software. 

Another — ... 
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inslaw u r * ^ 1U nirn cnat the 

Justin r 2 ot mmer for the Department of 

anriZ t 3 \ » u erga ," had been > both in its breadth 
had d HC t0 d L ' Grand ^t “ "as Jensen who 

other career officials m the Criminal Division who know 
about the conspiracy— but only if they were assured of 
protection against reprisals, and put under oath. Le- 
rand was never asked for his informant's name. 


representing the Hamiltons— Dkkstein^ ShaZo lI & T X T !^ n Nun "’ s con «nittee finished its investiga- 

Morin. Well into the case, their laJ£? ^Leigh Er I \A / Zh ” ^ fc publishtd an 

— 1 -- 1 T - f J a I w y tigntr page oenate report tuat concluded that 

■ * although INSLAW was a victim of personal bias, 


----- — * 

was asked to leave the firm after ten years as a partner. 
Ratiner later told Senate investigators that he believed 
his firing was related to his aggressive posture in the 
INSLAW case^ Attorneys at Dickstein had pressured him 
to delete references to Jensen, the Justice Department 
official opposed to PROMIS, from his original complaint 
because they had to “practice law with the DOJ." An in- 
terrogatory revealed that senior partner Leonard Gar- 
ment had discussed the case with Meese and Deputy At- 
torney General Arnold Bums, who replaced Jensen 
after he was appointed a federal judge. After Ratiner left 
the firm, the case was handed to another Dickstein part- 
ner, who pressured INSLAW to seek an immediate settle- 
ment of $ 1 million. The Hamiltons rejected the recom- 
mendation. When attorney and client could no longer 

'iftrA* hnu/ f A TVCt «*** - _ 


« 

! 


I 


m © «* viwmu vi pci>uii4ii oias, 

there is no proof of the existence of a broad conspiracy 

against INSLAW within the Department of Justice.’' The 
report offeree its conclusion with the proviso, however, 
that thejustice Department had been uncooperative, re- 
fusing to allow witnesses to testify without representa- 
tives of the litigation division being present to “advise” 
them. The effect of their presence was to intimidate 
those who might otherwise have cooperated with the in- 
vestigation. Only two of the thirty career officials the 
Hamiltons say know the most about the matter testified. 

A ,T Ct-ofiT fhrniiffh 


namutons say know me most aooui cne matter tesuuea. 
According to the report, “The Staff learned through 
various channels of a number of Department employees 
who desired to speak to the Subcommittee, but who 

a, « nm. ./% nur nf rxfcir* frtr* rflPir . Tlltf PoUS€ lud]* 


mem oi » i minion, j. ne namutons rejected the recom- who desired to speak to the hubcommutee, out wnc 

mendation. When attorney and client could no longer chose not to out of fear for their jobs. "The House Judl- 

agree on how to proceed, INSLAW got a new lawyer. ciary Committee, chajred by R epresentadvejack Brooks 

The Hamiltons see a pattern in these events. A plan I of Texas, recently began a new investigation. 
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„■• for his efforts to root out government 

IIS. attorney in Pittsburgh in thr Mrl 


as "Mr. 

COTTUD- 


— r w - ' 4 " T v v r 

as appointed attorney general, the Hamiltons hoped 
j, c would appoint an independent counsel to investigate 
the INSLAW matter. Short of that, they wanted a genuine 
internal investigation supervised by a Justice Depart- 
ment attorney who wasn’t involved with the case. “The 
department has a duty — independent of us — to conduct 
a really thorough investigation,” Richardson says. 

In December 1989 the Hamiltons filed a suit that 
seeks to compel the attorney general to investigate. 
They do not stand to gain financially from this new 
case, but say they are pursuing it because, after seven 

vears of litigation, 

have vet to collect any portion of the sS million awarded 
them bv the bankruptcy court pending ; the Justice De- 
oartment’s appeal, the Hamiltons are back in business 

filing an updated version of M»W ® 

pal. and private law offices. T US fi C e Depart* 

p m its response » Xga- 

ment does not an , . eshou idbe dismissed on 
dons, but argues tha t u c judiciary branch 

the basis of separation of a crirni . 


executive 


Justice 


hat the Public arising out of the 

las looked into charges otmisc wkhoul merit. 


INSLAW 





Thornburgh repeated this point in a letter to Brooks. 

The attorney general elaimed that there was insufficient 
evidence to prosecute any current or former justice 
Department employees. 

When I asked Thornburgh about InSlaw at a press 
breakfast a few months ago, he seemed to have forgot- 
ten his stated position that the Justice Department has 
already investigated the matter. Until the civil litiga- 
tion is cleared up, we’re not in a position to undertake 
an assessment of what culpability, if any, exists withm 
the department, or the department’s past or present 
employees,” he said. This statemem-that ^ Jusuce 
hasn’t yei decided whether to investigate-*! closer to 
the truth. Thornburgh knows that there has been no 

real Investigation within the department. Of dwt) » «»- 

only one was contacted by investigatory 
has not been asked for the name of his dirtier than 

Watergate mfonnanL ^ ^ ^ tk e attorney general 

The remaining y . haopenec i to the Hamil- 
doesn’t care to tind out wnat happenca 

,f r . r a y ( {he INSLAW’ affair implicates 

sen. and other, . but i JJ wh „ allegrd 
burgh, who w« »n Wgshi tori Pail editonaV- 

conspiracy took place. * V g ar ( Thornburgh 

ized about the case ^ ^ #lkged internal 

"should be kading the in S Clean, it seems, 

wrongdoing, not stonewaUmg u. 

»n> uft hehind in Pennsylvania. 
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M^^oofcrac- - latcs put 

“f cc-tract > u'i.rr.Ate value at around 
~r/7>©~ f a!, cpttans tad follow-ons 

it actiud. 

\eccs r ~ > j :.' s sutemem re. eased by 
U>; *eev, .he st!ll*un finished 
iC4t jxu;cur\ probe has ih.ovta that 
;a$j* *‘h*s *S the stg&l of a procurement 
n trouUt — yktfcde thar $es , cost over* 
*.rs a ■ u numerous ^u’pmer.t modifies- 

;otu. ’ * 

As i resu ':. Bjooxj sa-d, the first phase 
>f xo “far exceed” iu origntud $76 
Mllion pr.ee tag He consequently reccm* 
tended to the House Appropriation* 
Joamittet that aru year's funding for 
t: project be cat from $23.1 million to 
he fiscal I***? level of $12 million. 

"The Si 2 million authorisation flpure 
nil allow the contract to continue, but at 

slower, more prudent pace.” Breen i 
aid “In the end. however. ** may have 

o kill this project/ ' 

W hen informed ol Brook*’ cotntoenis, 
> lt GalU^bcr, president of Ttsofl, called 
he coxiipcssman’s assessment of Ha^le in* 
ccurate and unfair and said he «nwjn«| 
onddeni the pro)o« 'vould not be killed 
,r in funding significantly reduced. 






‘J c VH*nga anybody to come up wtth any *v(* 
fiance that Tlaoft Is not doing an axtramaly 
good jot and that tha cystam Is not working 
• Ttnamaiy wH' Pat Qallegnar, Tlaoft prsal* 
dent 

*'I chalienge anybody to come up with 
any evidence that Tisoft Is not doing an 
extremely good job and that the system U 
not working extremely well,** Gallagher 
said, “1 think Jack Brooks is pretty un- 
happy with the Department of Justioe and 
it probably goes back a lot of years. Eagle 
is an Interesting and tantalizing target, 
and it*s possible Brooks has a completely 
different agenda la going after this 
thing." 

It remain* unclear whether problems 
identified by Brooks' Investigators arc re- 
lated to the Inslaw affair — the much- 
publicized contract fight between Justice 
and Washington software firm Inslaw Inc. 
and the controversy that precipitated the 
Judiciary probe in the first place — or 
whether the difficulties represent entirely 
separate issues. 

Also unclear is the extent to which the 
•Schedule changes, cost overruns and 
numerous equipment modifications" are 
emanating from Justice’s implementation 
of the contract or Tisoft’* performance on 

il* * w 

Brooks provided no information about 

the specific nature of the difficulties fac- 
ing Eagle and Judiciary Committee staf- 
fers declined to comment on the matter | 

last week. . . 

Brook,’ Judiciary Comnuuct In- 

vMtiaatina Eagle last faH, after Bill Ham 
lion presided of littUw. alleged the : pro; 

cure we n i ... des.gned around p.r..ed 

r^oics ol Inslaw’s Protills case-manog 
ment toftwwe. HamU™ ^^“risofl 

to investigators that crim inal 

m h y eme V ll^edly aimcd .. delivering 

Promis and Ui«g? gSS W. 

cronies of former Attorney Genet. 


• WiliKQfjm.vt 1h<M ) 

la successive decisions, two federal 
judges have ruled that the Justice Depart! 
ment fraudulently and illegally tried to 

m!i a ?^ Pna ! C J nsIaw ‘ s software in the 
mid- J 980s and then attempted to drive the 
company out of business, 

Brooks made no mention of Hamilton’s 
allegations in his statement outlining the 
problems investigators have uncovered in 
the contract and noted only that the Judi* 
ciary probe was triggered nine months ago 
following allegations that Eagle had been 
"wired" by Justice officials for an Incum- 
bent vendor. 

Tisoft’s Gallagher, who has repeatedly 
dismissed the assertion that his firm was in 
any way involved in the Inslaw matter, last 
week claimed that the Judiciary Commit- 
tee's efforts to substantiate Hamilton’s 
charges have failed, 

"My sources tell me that (Brooks's in- 
vestigators) have all but thrown in the 
towel on the Inslaw portion of this thing/' 
OaUagher said, "They’ve found nothing 
because there’s nothing to find. Hamilton 
may well have been wronged by the Jus- 
tice Department, but it’s also obvious he’s 
going to do whatever he can to create a 
smoke screen around Eagle, whether (the 
allegations) are true or not, because it 
serves his best interest to do so." 

Neither Hamilton nor Charles Work, 
Inslaw’s attorney, would comment on the 
latest developments in the Eagle-Inslaw 
controversy. 

Sources last week said it was likely the 
House Appropriations Committee would 
accept Brooks’s recommendation to cut 
Eagle’s funding in fiscal year 1991, given 
the Texas Democrat’s long-standing ex- 
pertise and Influence in government com- 
puter procurement matters. 

The bombshell about Eagle comes two 
months after Attorney General Richard 
Thornburgh abandoned months of resis- 
tance to the Eaglc-Inslaw probe and 
agreed to provide House Investigators 
with unlimited access to key Justice De- 
partment documents and personnel relat- 
ing to or involved with the contract and 
the Inslaw controversy. 

Sources said Thornburgh yielded to 
pressure by Brooks in order to head off 
expected criticism about hi* lack of coop- 
eration in then-pending appropriation 
hearings before the Judiciary Committee. 

Informed sources said last week that 
while Thornburgh has continued to coop* 
crate with Investigators, "Institutional an- 
tibodies" in the Justice Department s var- 
ious branches have repeatedly attempted 
to stall or bar investigators’ access to ale*. 
As a result, the investigation ha* been 
slowed and It now appears doubtful public 
hearings will be held into the Eagle pro- 
curement or the [mbw^tt^forc^ 
fall. The committee had originally hoped 
to hold hearing* in July, sources s^d. 
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ComPuter h ^asT Accuses Justi « Department of Coverur ln 
By JAMES ROWLEY 
Associated Press Writer 

Commit t^ee^accuced ^ the jbticlfe*!' t [* Ho ' J * e Jud tcia rv 

^nsasina In * cover UP by iithhSSS^biuSnS^jTltJ 

rf4a, »ns5 with a computer firm. * nt * '‘ brjut lts 

compfrL J ff k ® r ° 0k f’ n_T * : « a£ ’ said the committee cannot 
complete its investigation of the Justice DspJw'-Liu „ 

^ 0t Inc-, because the agency refuses 

0 er some -iOO documents it considers privileged. 

Brooks indicated the committee would conduct further 

IS !t*5Ir n p t c. d ^ t6l uU ine lf= ii: shoul,j £ ^t*PC»ena the documents, 
in R \^°f S9 the £,eneral counsel for the House, charged that 

1 1 refusing to turn over the documents Attorney General Dick 

Thornburgh was trying to exempt his department from consres- 
sionaT investigations of waste, fraud and abuse. 

The Justice Department has been locked in a lengthy court 

battle with INSLAW, Inc*, a computer software firm that aliases 

that government officials conspired to steal its product and driv** 
it out of business- 

The department is appealing a bankruptcy court's finding, 
confirmed by a federal district Judge, that officials used ""trickery 
fraud and deceit" to steal software that INSLAW had devised for 
U-S, attorneys offices. 

The company's president, William Hamilton, estimated that the 
Justice Department y s actions cost INSLAW ""several hundred 
million dollars" in lost business. 

The Judiciary Committee is investigating INSLAW's allegations 
that top Justice Department officials under former Attorney 
General Edwin Meese III engaged in a criminal conspiracy to 
drive the company out of business and deliver lucrative 

. > > k f t ■ * J, I 4 .*• 1 


government computer- contracts to political friends of the Reasan 

The Justice Department denies those allegations 

t * L .... ~ ^ J- V ^ . T? . . ~ - f ,U ^ Jk. . * I*. M OA 


administration 


Brooks said the Justice Department's refusal to turn over 200 
documents the agency considers privileged has stalled the 


invest isatij ^ letter to the committee, Thornhursh told the pane? 
L_ A +nnn r.v^r the material because of an obligation to 


in a oeri. -• , ; , ' 

r a Li 1 d not turn over the material because .. ^ 

h -otect documents compiled bv attorneys in connection with 
■} >t i 4 i aa t i o n , which are not in the p ‘..j b 1 


pendin^Utigation, which are not in the public could 

penain. i _ cir^foav'' op "work product. 


b * described as 1 iti«t ion »* p «*”;"r o /“^i-— out.- 

BrooklsaiS at a hearing of the Panel's economic and commercial 


, aui subcommittee tTdlscuss W hat steps to take to force 
production of t t 1 ® t docum ® n iL -,1 i e tt«r, Thornburgh urged the 
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Inslaw charges take their toll ~i 7~ 

accusations that Justin n at ~ Uot1Ce * 
software) Justice Department stole 

Grimm, Vanessa Jo, 


(Inslaw Inc. 
ic case management 


Inslaw Inc’s accusation that the n 

pro.,. mana9einent S oft» a ,eund;rr h . *!% 

.uconl.tion program h.s led the House . hi ; , r ,, r „ .f e 

'= 1 ';?!*. , bud ?f 

Brook* f r . 0 ’ 1 m p ° 1 egatiorii. Judiciary chmn Representative Jack 
Br00k ® Eagle project spending at the 1990 level inslaw 

pres William Hamilton is pursuing legal action against the 

apartment and accuses Justice of trying to drive its company intc 
bankruptcy and of ’wiring' the $76 million Eagle contract, awarded 
to Tisoft nc, to benefit cronies of Edwin Meese. Brooks calls 
Eagle a ’procurement in trouble.’ 
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Inslaw Charges Take Their Toll at Justice 

law Inc., the small Washington software company 
tice Department of stealing its case management 
; legal war with the department, but its actions 

>g rams * 


that has accused the 
software, may not have won 
a ; fee ted a pair of Justice 


W« J f r * 

t recently the House Judiciary Committee authorized 

massive office automation program. Project Eagle, becuase of the 

imittee’ s pending investigation into Inslaw * , n the face of 

.artment canceled a procurement for case management . - 

lepartmental protest by Ins law. 

I Judiciary chairman, project spending 

>nd i ng authority from $J3 million to iz b@ s5owed down until 

its 1990 1e ^; g at ;ons a esta^1sh 0 there was nothing inappropriate about t e 

irnittee investigation^ 
j.iect Eagle procurement. 

r 25 years, and it i- 

, h,^n overseeing ADP procurements for almost ^ y te/ . Brooks 

javs hard to r ©commend del ay i 9 advocate’s side of this 9 * . 

V s " UF u . . naht&r be on the advocate s> ... 

id "I would much ranter w 


Justice t'i fldal# are confident they o»n 

legitimacy. #a 1 d Stephen R, Colgut^, KroJect E * 9 le’s 

Information and *v)m in tetratlv* eervie*© rkJ*!jI* Ca ' <st - to,n ©y general for 
3.000 workstation# and wanted to tempi ete 9.000 install lad almost 

•vaj i «c ions by next fall, 

b^j'vef'e 

tmok * «'•••*• * nd *« «*« »•* «W*y from eraay alleg«b on ': 

Ml liulv *•• how important Eagle Is to the 


’> n lasiU- and Intslaw," he said 


W hen t ho 

ou t $ 1 do ol t ho v k ' t >. i r t mt-'i v t w , , , 
f oder a 1 1 aw o.i i f ore mm >i 1 1 v -» f t or i 

dU»tlQe\l effort to provide office automation to its so 
dlstrlol ottonnoy OfffOpjl pnd m.mv »nhap users . The department awarded the 
? f b mil lion contra* t l:o 11 no ft l nr , ot Fairfax. Vo,, last June. 


C ha fo i ( 'o ol M ( onum Kigomon t 

Sine® before It# award i oi \% 

o f d t ' pa t ' 1 mo 1 1 1 m i > ma no gi gm n \ t 
a w a r d o d 1 1 u> 1 a w l o d o \ e lop a r 


hoon lurroutn! by investigations 
v> Iv ingt a $10 mil Mon 19 6 2 contract 
$ g ©men t s ys t em , 


and charges 
Justice 


l ns 1 aw pro i dot it Wifliam Mt*m i 1 1 on . w l u * uopt inuo ■ to pursue his grievances in 
a ser io3 of court v-gnon , ,nl logod t ho depart mont stole his Promls case 
management ■ oftwnro and tried it' d> i v o b i • va'mpan^ into bankruptcy. He also 
has claimed t ho department " w 1 rod * the t » g 1 o awai d to benefit cronies of 
for m e r A 1 1; o r n o y G © n c > t 1 a 1 1 d win M v > e s e 

Brooks jumped on the Inslaw bandv non late last year and has a team of 
Investigators reviewing Hamilton*# allegations and exploring the Eagle 
procurement . "It has all t he sign# of a procurement In trouble schedule 
changes, cost overrun;, and numerous equipment modifications," Brooks safe* 
"As a result, the department's original pme tag of $76 million for the 

p roc u r ©men t ma y be g roa t 1 v * 1 x 1 d t *d • 


3 rooks Is facing a stro 
jn likely Judiciary will 
hold hearings before 


or 


q c ha 1 longer 

complete it' 

next; year. 


in t ht> November election. It appears 
I nwl aw and Eagle probe, issue a report 


•If, too early in the proo... to 

Kl5 Cogent, they reguest. We're 

s h 1 p p 1 n g 1 1 out by the t r u c K 1 o- 1 d . 

.. s ' i t ... v + p.i dt*cided bof or© budget conference 

rhe fat © of Eagle funding will not be do-un 

hea rings i > * t h© fall. 

, . h ., ( , killed plans to procure case management 

On the cas© management front. Jus Division. In April, Inslaw 

software for the Land ...J IS called the procurement a 

protested the department’s 
new attempt by the department to i 

Inslaw’s Al legations he capab il ities 

h * Inslaw said the department W # r g U fehe procurement by 
In Its protest. p«om1s buy keeping Inslaw out o . , also alleged that 

available thr< ^® to bid off-the-shelf P^uct®* on * ert existing Promls 
through the procurement Jus^1^ t ^ own#d by Inslaw. 

source code In use -v department halted the 

. . a m d t .n 1 od t h«# e c ha « 9 tet • 
justice etfWf l the protest as moot. 

procurement but also — 


curement but a so department plans, not on 

tha decision depend®; ; 1 divisions want to procu 

ga te sa t ^ *■, A number of Justice civ 

!• ' : , , 1 ! i < i < • lu ‘ ' (l , rjo i via t © s# 1 d 

iag©m©nt package M o1*nt approach." he f^ d str ^egy before 

re ! f .!r:.d wanted to "" a " a ° qUl * 

, , , . , , . of f 1 c 'i a 1 u nau w 
34 a r t m@f 1 1 o i i 

3 end of July- 


, , , | . , w at i urnuv 

a letter to » ^ r## gl 1 e 1 t 

Immediate P - 4eeye a n * w 
e 11 hood . w© will 1*® ■ 


• j "u/a have 

,, 1 cohen. the department said. ^ 

"'71 L^ds 0 *U* 1on - a3em -t 

the bn ' 1 , nl 0 f collie case 
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V / By .TERRY CARTER , " 

1 ’ . Da ily Journal Staff Reporter ’ ' , 1 . , V ‘ 

; | v l*"' i* t r f 1 ' 1 *• - r ' i t ( ^ J ' 1 1 f ' ■ t 

> '^WASHINGTON - The lonj»!siminerintj 
Inslaw casc that charges liigli-level.coirui/ 


w F I l * & 1 

• 'I,- Inslaw tine, has battled for nearly seven’, 

3 * <- » | 

•; years over .the* termination of its contract to * 

■ provide software to help.lJ.S. attorneys track 
cases. The software developer and company ' 

• • f*_ i « 1 - 


i’ /• 

I nslaw lias charged that the other company 
was owned by* a Meesc friend, and that 
Meese's wife, Ursulla, owned stock in it. 

. Earlier this year, U,S. District Judge \VU 


^ _ ^ ^ ^ ^ ^ jp % ^ mm i - v mm v _____ ___ m mm m m m w j v — 

..Ins law* case that charges high-level, couup-, owner, William Hamilton, has charged in var- *- tiam 13. liryant of Washington, who already 
.? tion in the Justice Department under Edwin , , j 0 us court papers that there was a conspiracy : had ruled that the Justice Department acted 

'/Mikk/* — and nnints an accusing finger at a > i,;,,. Intn Ennkruntrv so iiis coutiact 


"/Meesc - and points an accusing finger at a 
;i man now on Lhe. federal bench in San hi an- 
yi cisco; -** is expected to boil over today, in a 

"congressional hearing. , , • - v 

- _ * i 



IQUS CUUI L |ldlJCi ^ Liitu, u iiv,j * >i« u ^ * 

to drive him into bankruptcy., so Ins coutiact , . "willfully and fraudulently to take the sotl- 

• ■ 1 > taken over by a rival ■ , ware from Inslaw, said in a footnote to an- 

. . other opinion he believes Congress is the 

part meat oltopais. .« j- i '■> • best fomm for ai. invc«i|*iitton «(ihc mailer. 

A’ Inrd-nost'd Texas congressman ^vbo... ' ,i Among -'the • swirling-, accusations in the; ■ That came m his denul ol .1 wnt <* '''*“* *'* 

* he iis e l«,use Judiciary Committee has ,, case are charges that 0.S: District W D.f, m«s filed earher tins year on hehat .. sU » 

5£&lzJ*m. C •**?*?, • SSKS 

oowers caimllet ami look into whether the . ,y,| 0 |,.iiy:attoniey jiener;!^ uuiler.Mcebe. 01- .am. IIu.tn.tn - I 
Justice Dcii.ii Imeut is wroii); .in claiinini’.i.;-, cheslialed an etui to the contract and ion rd ■ 

• ivilfix-” while withhohlint' moru than 200 .# Iitslttw’s li«|iii<lnUou inliaiiki ii|itcycoiu t. C ... 

key documents. • C'Jei.sen ItaddevelopcO hisow.t ct.se-l.ack- 

, .. •'The I tep.ii intent has Unvaried altempts ini; soft ware : while Itew.isi ulnc a """ t •’ 

|,yC„„. to le.u n tile •■oiiipli'le trill li con- , • Al,uiii,da ‘.Coil illy, , ItUilaW :• o wm i 

i iiiiiii' the lii'.l.iw ease," Kep. Jack It.o.ik.s, ", ; ;< ha. K ,' l d K aml^ndc. |o;slee. .the. ..ml, act 

r 1 . .... . ’ I'.ditcAinfiliP I n*d;iw software to another^ 




ll-Tc*as, said I uesday in a news rclease ati- ‘I9J V r f ( | T:; P»" ."T; 1 * V " 

'flouncing lhe hearing.* i" :•» comp? ny^-i^ii. - a * • r*- 


1 * 


to order lhe Justice 1 K-pailmenl to conduct a 
l borough invest igat ion ot the allau • 

* An invesligaliimlK’gmi in H)HH by theScn- 
,ite Eeinumml SuIm oiumiller tm invcstig.i 
lions found no wmngdmug, but added in its 
icpm t that the lust’u e t lep.u l incut bad been 

uncooperative and kept mum i ous witnesses 

( 'jui/uiiu’d (,H /Vj( f c 
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Panel Begins a Probe 


• * -$ 



Continued From Page 1 * . 

from testifying by putting them la fear for 
theirjobs. 

Brocks, known for being tough and re- 
lentless, then began his own investigation 
v, .h the House Judiciary Committee 
staff. „ “ - - . 

estigation has 
tietl on more than one occasion 
art cent's refusal to fully coop- 
the committee." Brooks said 
in his prepare*! statement, 
tooths of stonewalling and 
HH Irag&mg** by the Justice Ihrpaitincnt, 
he said. ^ > asked Attorney 

General Kidiaitl llmmlxirgh to inter- 
\ ere to ensur e cooperation w th his cam- 
mi ll c e s j nves t iga tors. 

Pespite Himubugh’s agreement to eo- 
o petal e , - B rook s s a id , the st one \vj Hi ng 

continued. ’* ' 

In September, Broi ks wrote again to 
the allot ncy general asking (or lull access 
to documents. Thornburgh responded 
thnt his agreement did not include sensi- 
tive documents i elated to t he ongoing In- 
slnw litigation. 

A bankruptcy judge awarded Inslaw 
awarded million, which Bryant cut to 
lf(i million while upholding the findings, 
fhe case i*. on appeil to the U,S. ( n < uit 
Court <il Appeals lor the District of Co* 

lumhia. hrdow ho P I hotnbta^h, Civ, 

HiKt’MH 

"Apparently, the attorney general be 
lieveH I lie m iii.dei i.dn alt* Jnoti« (»d and 
r v t)nu how shi* Ided horn tongl essirm die 
Vi< .y," Brook It ’aid I m .day, ” I Inv 
In at mgs will provide apoppoi tunky to re* 
view the legitimacy of (he allm iiey gooof# 

, i f ‘ , t tain i . and d* f * in Min ’ win ' In t i I m 

i i ii i tin 1 1 1 1 * i,l mti Id h a i • 1 1 1 * | <1 1 »d 1 1* 1 1* *t I id 
tiff ,i Idlft [ Ct IBM , 

A jlf fM* hi | oil 1 MM fll ft* 

t .iiwAiuy (** f-Hrfil' h* r WU M \t 


% fc t hu M * * _ 

W !• *. * * # * , J , *4 " *. V * * w 1 

- **• w ii ip^ ^ 

the department "believes Congress has 
misunderstood the nature of the docu- 
ments," which are not evidence but% 
rather work product "generated by gov-n 
emment's counsel in the litigation."! > 

Tlie constitution.!: challenge here," in- 
volving separation of powers and. execu- 
tive privilege, lias never been settled by' 
the Spireme Court; *. ' t 

* As a ’egal matter, it’s i rally up in the « 
air,” cays Lewis M, Sidemau, a constiUl- 
tnmal law professor at the Georgetown^ 
University Ijw Center, 'llic history is * 
th; ; t! esc things aie settled politically. 
Bui hi st, a lot of constitutional rhetoric is 
thrown arm id as a wav of influencing j 
whnt is a political rather than legal judg- f 

nienl.**- * v m , * * •* \\j 

Brooks said lie wants to get past Thorn- ; 
burgh’s claim of privilege on documents » 
"that may prove the department's guilt or * 

innocence.*'; , , ?, 

1 Respite findings by a bankruptcy judge ; 
and a federal district judge tliai the Justice r jj 
bcpMlment acted fraudulently in the ln- 
sluw matter, Brooks said, "the depart- 
ment, through two administrations, how- 
cvei , has steadfastly denied any Wfongdo- 
mg hy its ollit ials, claiming that its conflict, 

with Ins law is nothing |mnc l ' um a t>011 

tract dispute." 

I Poole, *,aid t In* ban Id upli v and disti u t 
( (ini t i tiling!. ntippoi I, in part, allogat ions 

tliai "high level Dep.u tnioiit of Justice of- 
Ji< lab. i oiispii ed tn (mi i lii'daw into 
banli Mipn y" anti h i a nival company 'aid 

| ||% i Ilia hilgci IM’lll ‘ , 1 » 1 1 W . H ** . 

| In', fs Brook V (ii ‘d til in a . I hall of till 
f,j,h< mi y ( onimiHee, and m i hr, maid i 

ho ( . v/k’lding mm ue -if Ills exiMItlinr b'<m 
hi , win It a *) * bail man of 1 1 M 1 »o‘/< nnm nt 
i »jj< i a i mn ■ f onunjid ■* , win m hi wa . 1 I , 
ft in/*' m iltaping govcnniM til pro* un , 

Hie id art ivtl t ( i» f , 



\\\ J i ■ ; * ** * * 

i i * . t V ‘ i> 

■ D/LOWF.IX JENSEN Aniongf/N'SiuiWftigficruvrifkms in f/iecuseriwriirwgtfs f/uif hie 

\U.S. district utr/s (hjutty attumey ffctuml, onhest/ah'd on end to Jnslow s 

\cott tract with thtjusiict Pttpartmmt and forced IJt# company'* liquMUm fit bankruptcy 

I * 3 . * 

\court. * t - 


TflTtUiKtoy's news ladease, Brooks said 
the hem lllg also would give tin* commit- 
ter a ( ham e to 1 1 vmw "olliet coiitiai ling 
arid n iiiuagenu'iit piolilcms that .it* - ( m 
reutly leaguing (In d« pat imeni," 

• ()i|i* n| today’s ;a Itedtlli d witimssi”. is 

Ii om tin* i oiiipli ullel gt'iu i al’s olln c and 
is to lost ify about a t iovei inin id Account 
hip OUlri' M'jiml mi tin l n si e * lup.nl 

1 1 ii nt'-, | a« li nl hi, mag* i tat and t <■» hm* al 

capalnhlieit lm nialcnu* lai gtl scale at *|m 

'.limn , nl lump'd* • t»yr.t 1 ms and soli 

| 

wans - 


Also scheduled to testify are: Inttaw 
owner l latmhon aud Ins wdo, Carttl; Vdlmt 
|v it lt.ii dson, ( hailes U. Wm U, lnslaw’s al* 
toinoy, (n'otg,e h lLls*m [t , wlm lias 
i taiim d he was deuiod i eappotidun u 1 a t a 
Itaukmpd y judge ha ruling, against the 
Justice l >< pai Uncut m 'll*’ luslaw * a >i , 

‘ »| o vi 1 1 \! h’oss, jpnoial < otmsel 1 * * tin* 
i jet It i it I In l hntv’ ut l ‘ojii e a Ida 1 |V< s, 

ami ( ha i h , t n h i , i !• pul y g* n* ' al 1 1 11 m 
sd to I In I Imi'ii ul iVpl* ’*< ulaliv* , 
l hi i o woi e no wit nesses s* hednl* ( l oh 
. hell ill nl 'In In d* * I ten n intern - 
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Continued From Page 3 * > 

from testifying by putting them in fear for 
theirjobs. •* ' ' " 

; Brooks, known for being tough and re- 
lentless, then began his own investigation 
with the House Judiciary Committee 

staff. , . ’ . . ' ■ . : , 

> "The committee's investigation has 
been stymied on more than one occasion 
by the department's refusal to fully coop- 
erate with the committee,” Brooks said 
Tuesday in his prepared statement. 
"After months of stonewalling and 
fool dragging" hy the Justice I >epai invent, 
he said, lie pnsonally asked Attorney 
General Riehaid Thornburgh to inter- 
vene to ensure cooperation with his com* 
■ rruttee's investigators. 

Despite I hot ubugh's agreement to co- 
-operate, . Brooks said, the stonewalling 

continued. 

/In September, Brooks wrote again to 
the attorney general asking for foil access 
to documents Thornburgh responded 

. . *y 

that his agreement did not include sensi- 
tive document s relates! to the ongoing In- 
slaw litigation, v 

A bankruptcy judge awarded Inslaw 
awarded $H noliton, which Hryant cut to 
t/> million while upholding the findings. 
The case is on appeal to the U.S. Circuit 
Court of Appeals for the District of Co- 
lumbia, hnluw Inc. v. 'fhomburgh, Civ. 

09*3443 . 

"Apparently. I he attorney general be- 
lieves these materials are protected and 
somehow shielded from congressi* m.il re- 
view," Brooks said Tuesday. "These 
bearings will provide an opportunity to re- 

vi t w I lif legit im.icy of t he *d lot in* y gener- 

,d';. (bum. ami drtri mine whit her the 
, nrnuultff should fou r tin* piodiu turn of 

thi’se tut] w*i I. nit i f i oi ds. 

A Just m e Depat tment spokesman, re- 
sponding to Brooks’ news release, said 


i 


* * H * * 


. * 


V * * \ \ i . n't* \ v 1 * 

five department "believes Congress has ’, 
misunderstood the nature of the docu-J 

* V * 4 -. 

ments," which are -not evidence bbutd • 
rather work product ‘'generated by gov-* 
eminent's counsel in the litigation.", . ». *' • ; 

* L « p tf 1 

I he constitutional challenge here, in-',* - 
yoking separation of powers and.cxccu-p 
live privilege, has never been settled by‘i 
the Supreme Court; ; * ‘T 

4 f V I ' 

"As a legal mailer, it*s really up in the \ 
air," says Lewis M. Sideman, u const it u- 1 
tional law prnfessni at the Georgetown ! 
University Law Center. "The history is •} 
that these things arc settled politically, i 
But fit st, a lot of constitutional rhetoric is \ 
thrown around as a way of influencing \ 
wlvat is a political rather than legal jutlg- * 

ment.". * • ;** • * • . • 

Brooks said he wants to get past Thorn- ; 
burgh's claim of privilege on documents * 
"tli. it may prove the depai tiucut's guilt or j 

.innocence.",*',*,* . ’ •■'i, 

\ )c spite findings by a bankruptcy judge * 
jdida federal drJ net judge that the Justice * 
Department acted fraudulently in the In- 
siaw matter, Brooks said, the depart* 
meet , through two administrations, how 

ever, has steadfastly denied ar 

mg by its officials, claiming Ilia 
witli lnslaw h nothing more than a con- 
tract dispute." 

Brooks said the bankruptc 
court rulings support, in part, allegations 
that "high-level Department of Justice of- 
ficials roiis pi red to force lnslaw into 
bankruptcy" and let a rival company take- 
over 1 1 s case- 1 nana gei nei 1 1 iof l wa re. 

Tins is Brooks’ first term as chaj 1 1 
Judiciary Committee, and in This mailer 

i : wielding some of his expertise bom 
Ins wm k as < liuimi.iii of the < .ovrnnnent 
( )pfi. limits (Tunmitlee, wheie h« was eh; 
fective in shaping government 

f 

ment activities. •• : 
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u *¥ »- n > * ” Among the swirling ciccit .atiwis m f he ca^e are charges that Jte 

: U.S.Mstrict judge, when he was deputy attorney general, orchestrated an end to Instant s 
contract with the Justice Department and forced the company’s liquidation m bankruptcy 

§ ‘ - ' jf 

court . ' , ; - * . • 




In Tuesday's news release, 1 kooks said 
the hearing also would give the commit- 
tee a chance to review other contracting 
'and management problems that are cur- 
rently plaguing the department." 

* One of today’s scheduled witnesses is 
from the comptroller general s office and 
V, to testify about abnvermnent Accoiinl- 
'iug oilier lepoil oil the Justice Depai l- 
it*., lack **l ni.iiiag.fi i.d and Um Unit at 
Ciip.ihihlies fm making taige-scale actpii 

sit ions of compute! systems and soti- 

■ • i i 

"ware. * 


Also scheduled to testify arc; Inshw 
owner I lamilton and his wife, Carol , Vdhot 
li ichanlson; Charles U. Work, lnslaw s ai- 
lorney; («eorge 1*. Bason Jr., who has 
claimed he was dented reappomtmeut as u 
lianktuptcy judge for riding against the 
Justice Department in the lnslaw case, 
Steven lb Loss, j'eneral counsel In the 
eh-ik <il the Uihim* of Urpiescnbilivt*',; 
and t hath-. I u-tm , tie put y geneiab «un 
*,rl in tlu* I louse ol K i*pi esentalives. 

’I'hei e wet e no witnesses scheduled on 
• ImliaU ofllw* lustin' I Vnarlmeni 













T 1 he words were bouncing off the 
walls of the House Judiciary 
Committe hearing room, the old 
charged words like "executive privilege, 
“attorney-client privilege," 

"stonewalling,” "perjury" "criminal 
conspiracy” and "subpoenaing 
documents.” 

In the witness chair sat Elliot L. 
Richardson, polysyllabic and 
distinguished as ever, tailing, as only a 
martyr can, about rectitude in 
government. On tie dais sat three 
committee members who voter: to 
impeach Richard M. Nixon on the heavy, 
historic night of July 27, 1974, 

But it wasn't about Watergate. It was 
about a new case of confrontation 
between the executive and the Congress, 
this time between an attorney general, 
Dick Thornburgh, who doesn't really 
need to get involved, and a prickly, 
irreverent Judiciary subcommittee 
chairman, Jack Brooks (D-Tex.). 

This is the case of Inslaw, a tangled 
tale about a software company done 
wrong by the Justice Department, in the 
time of Edwin Meese III. The story line 
is complicated, but the theme is 
unrelenting and unrelieved government 
malevolence. The victim, William A. 
Hamilton, president of Inslaw (named 
after the old nonprofit Institute for Law 
and Social Research), calls it "organized 
piracy by the U.S, government." He was 
driven into bankruptcy by an unjust 
Justice Department. 

Hamilton and his wife, Nancy, the 
company's vice president, sat at the table 
with Richardson and Charles Work, 
former president of the D.C. Bar. Behind 
the Hamiltons were three of their five 
children. They looked the picture of the 
model, high-tech American family. In 
March 1982, they happily signed a $10 
jniiiion contract with the Justice 

apartment for their software product 

track the department to keep ' 
track of large numbers of legal cases. P 


Almost immediately, their troubles _ 

began, problems that Richardson said m 
his" immaculate diction "seemed capable 
of resolution.” William Hamilton said 
they were "engineered, sham contract 
disputes" staged by former assistant 
attorney general D. Lowell Jensen. The 
Justice Department stopped payment and 
advised Hamilton to sell out to a thug, 
who warned him he had "ways to make 
you sell.” Jensen, says Hamilton, was 
elbowing him aside so he could put 
through “a massive sweetheart contract” 
to benefit friends of Ronald Reagan. 

The matter is still in the courts. 
Nothing, however, can explain th e 

curious conduct of Thornburgh, who is 
refusing on a claim os the "attorney 
work-product privilege” and the 
"attorney-client privilege" some 200 
confidential documents, which Brooks 
says he needs. 

Since all of the chicanery occurred 
during the regime of Meese, Mr. 
Conflict-of-interest Himself, 
Thornburgh's obduracy is bizarre. By 
withholding documents, he invites 
comparison with the bad old days of 
Nixon, when intrigue and backstabbing 
and perjury were standard government 
operating procedure. 

It Thornburgh is holding back on 
principle— he is notoriously 
anti-disclosure — he has to be a fanatic, 
because the Justice Department says this 
is just a little contract flap. He makes it 
awfully hard to believe he is not covering 
up a potentially explosive scandal on the 
Watergate scale. We must hope the 
shredding machines are under strict 
surveillance at Justice. 


Richardson speculated that “a 
comprehensive investigation would only 
expose criminal activity on the part ot 
Justice employees and ma^e the 
department liable for large sums of 
money.” Richardson gave the 
department's Office of Public Integrity a 
list of 30 witnesses who could testify 
about the plot against the Hamiltons. 

Th e office contacte d just one. 

To make things look worse, 
Thornburgh treated Richardson like a 
dog. He refused to meet him, did not 
answer three letters. Why? 

The war against the Hamiltons was 
conducted on all fronts. The bankruptcy 
judge who took Inslaw's sice in 
bankrupcty proceedings was not 
reappointed. George Francis Bason Jr. 
told his sad and gripping story to the 
subcommittee. He noticed early on, he 
said, that the Justice Department had 
lied, cheated and stolen. He found ns 
witnesses incredible and perjurious. He 
found in the department’s ethics officer 
"a willful blindness to the obvious.” 

The aggrieved Bason, a master of 
detail, said he thinks Justice tampered 
with the merit selection process. 

Rep. Tom Campbell (R-Calif.), 
youthful and earnest, asked the judge if 
he had proof of this dirty work. 

“No,” said Bason, who has had trouble 
finding work — he's “too controversial” 
for large law firms — "but you have a 
dead body, and you have a mo live .* 

I nat's a pretty good summation of the 
Inslaw case, and it's odd that Dick 
Thornburgh is practically insisting that it 
is the only way to look at it. 


I 
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an independent newspaper 

Another INII^LA W Inquiry 



NSLAW, a small computer software company 
in this city, has been involved in a legal 
* dispute with the Justice Department tor more 
than six years. This week tne matter was taken 
up in a new forum, the House Judiciary Commi - 
tee, and the potential for a clash between the 
legislative and executive branches is escalating. 
The company developed software that enabled 
U.S. Attorneys' offices all across the country to 
keep track of cases and signed a contract with 
the government in March of 1982. There were 
problems from the beginning, and the agreement 
was terminated two years later. 1 he company 
was forced to file for bankruptcy, and its officers 
charged that they were driven out of business by 
Justice Department lawyers who wanted, in ef- 
fect, to steal their product and award the con- 
tract to friends with contacts inside the depart- 
ment. A bankruptcy j udge ruled in favor of 
INSLAW, finding that , the department "took, 
converted and stole” INSLAW’s property "by 
trickery, fraud and deceit.” The U.S. District 
Court here upheld that finding and ordered the 
government to pay millions in damages. 'That 
case is now on appeal. 

Not surprisingly, Congress became concerned 
about this apparent scandal. The Senate’s perma- 
nent subcommittee on investigations conducted 

V pA‘ 


an inquiry, but it was hamstrung by the refus ^ 0 ^ 

Justice Department officials to cooperate. Tne 

Hmise Judiciary Committee is proving to be a 
tougher adversary. While Attorney General Dick 
Thornburgh initially promised to assist the com- 
mittee, he has now taken a position that hundreds 
of documents relevant to the investigation cannot 
be made available because the ease is still m 
litigation. On Wednesday chairman Jack Brooks 
held a public hearing on the matter at which 
Steven Ross, the institutional lawyer for the 
House, cited numerous precedents against the 
department’s reasoning. It’s a good bet that 
when Congress reconvenes, the committee will 
subpoena the documents. 

It’s hard to understand why the attorney gen- 
eral is refusing to cooperate. No one has asked 
that the material sought be made public or 
shared with INSLAW’s lawyers. The investiga- 
tion is not about the conduct of private citizens 
but alleged wrongdoing by government lawyers, 
and the charges are extremely serious. The 
Judiciary Committee has not only the right but 
the responsibility to look into these allegations, 
and the department’s stonewalling only under- 
mines its own credibility, not just with the 
committee that oversees the department’s oper- 
ations but with the public as well. 
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Department Accused of Keep ig inslaw Evidence 


By Albert B. Crenshaw 

Washington P ost Staff Writer 

The chairman of the House Judiciary Com- 
mittee yesterday accused the l ustice ^ pa 
ment of withholding documents to frustrate 
his panel’s probe of alleged improprieties in 
the department's dealings with Inslaw Inc., a 
jWashington-based computer software com- 
nanv 

* The committee is considering whether to 
subpoena the documents or to attempt m 
some other way to force the department to 

produce the documents. 

The case involves Inslaw, which wrote a 
computer program that allows the Justice 
Department to keep track of a large number 
of court cases. Inslaw and its top executive, 
•William A. Hamilton, have accused the de- 
partment of conspiring to drive Inslaw out of 
business so that friends of high-ranking Rea- 
gan administration officials could get control 
of the program and market it profitably. 
Hamilton’s testimony yesterday reasserted 
those claims. 

A federal bankruptcy judge concluded that 
the Justice Department "stole" Inslaw’s pro- 


* » 



REP. JACK BROOKS 
. . . documents may prove “innocence or guilt” 

prietary software and did, in fact, try to drive 
e irm out of business. Those findings were 

“ p T d °" a PP ea > by a U.S. district judge, but 
the legal battle continues. 

tho T se^°o U th e p COm u iU u 6 ' S COm P' aints mirror 

,, e of others who have sought to get to 
wTnTTT 6 Ins!aw affai r- An earlier 

ruptcy case r„ T Judge ln the bank- 
P y C3Se ’ George F ™cis Bason Jr., said 


“The department has 
thwarted attempts by 
Congress to learn the 
complete truth 
concerning the Inslaw 


case . 




Rep. Jack Brooks 


numerous department witnesses seemed to 
suffer from amnesia. 

“The department has thwarted attempts 
by Congress to learn the complete truth con- 
cerning the Inslaw case/’ said House judicia- 
ry Committee Chairman Jack Brooks (D- 
Tex.). “Justice has repeatedly denied both 

the House and Senate investigating commit- 
tees access to critical documents that may 
prove the department’s innocence or guilt." 

At issue are internal memorandums and 
other documents used by the Justice Depart- 
ment in the bankruptcy case and in defend- 
ing against a lawsuit filed by Inslaw. 

Attorney General Richard L. Thornburgh 
wrote Brooks, refusing to release “litigation 
strategy" files relating to Inslaw. According 
to Brooks, Thornburgh argued that these 
are “sensitive documents related to the on- 
going litigation" an d thus are “privileged" and 
shielded from congressional inquiry. 

This assertion of privilege was challenged 

7 ^ en L R ‘ Ross > general counsel to the 
l th e House. Citing legal precedents 
from the Teapot Dome, Watergate and 
Iran-Contra scandals, Ross told the panel 

T-j has the egal authority to force the 
and thT tt Part ? ent t0 produce the P a P ef s, 

and that the only question for the panel was 
how it wanted to go about it. 

Ross noted that the panel could issue a 

so noted fh T ,l t contem P t Powers. He al- 
so noted that as the authorizing committee' 

partmernTfuT" 1, * C ° U ' d threaten the 
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House may subpoena 

the Justice Department 


By Jerry Seper 

THE WASHINGTON TIMES 

The House Judiciary Committee may issue 
subpoenas for hundreds of secret documents 
describing the Justice Departments contro- 
versial dealings with a Washington-based 

computer company , 

Committee members, including Chairman 

Jack Brooks, have been upset at Attorney 
General Dick Thornburghs continued re- 
fusal to release internal memos and other doc- 
uments describing Justice’s handling of a S 10 
million contract with Inslaw Inc. 

"The department has thwarted attempts by 
Congress to learn the complete trut 1 1 concern- 
ing the Inslaw case," Mr. Brooks, Texas Demo- 
crat, said last week. "Justice has repeatedly 
denied both the House and Senate investigat- 
ing committees access to critical documents 
that may prove the department’s innocence or 
guilt." 

Mr. Thornburgh told the committee in a 
letter that the department would not release 
the documents because they were considered 
"litigation strategy" and as a result are "privi- 
leged” and "shielded” from congressional 
scrutiny 

The claim was challenged by Steven R. 
Ross, general counsel to the clerk of the 
House. He told the committee it has a right to 
the documents. 

Inslaw President William A. Hamilton has 
said that a Justice Department decision to 
withhold payments to his company under a 
1982 contract forced the firm into bankruptcy 
five years ago. 

Since 1988, two federal courts have agreed. 

They ruled in separate opinions that Justice 

Department officials had maliciously tried to 

toree Inslaw into bankruptcy in order to steal 

valuable computer software from the com- 
pany. 

The dispute revolves around a £10 million 
software contract awarded to Inslaw in 1982 
o provide computer programs — named 


"Promis”— that would give 20 US. attorneys 
offices the ability to keep tabs on their case- 

loiids* 

According to Mr. Hamilton, Justice Depart- 
ment officials began withholding payments to 
Se company in early 1983, one month after 
the department demanded a copy of the pro- 
prietary software, claiming the firm had vio- 
ated the contract by not informing the gov- 
ernment about new bank credit. 

In January 1988, U.S. Bankruptcy Judge 
George Bason Jr. found that the Justice De- 
partment had "in bad faith, vexatiously, in 
wanton disregard of the law and facts, and for 
oppressive reasons” tried to steal the soft- 
ware and force the company to liquidate. 

Last year, US. District Judge William B. 
Bryant upheld that ruling on appeal and or- 
dered the Justice Department to pay Inslaw 
£6.1 million in damages. 

In a sworn affidavit, Mr, Hamilton has said 
the department wanted to obtain the Inslaw 
software to help high-ranking Reagan Admin- 
istration officials, including former Attorney 
General Edwin Meese III, who were seeking 
a contract worth as much as S200 million to 
install the Promis software on computers in 
most department offices, 

Mr. Meese has denied any wrongdoing. 

Department officials have proposed that 
the matter be resolved by a court-appointed 
mediator Mr. Hamilton has denounced this 
proposal, saying evidence of improper activ- 
ities by high-level Justice officials has yet to 

be brought to light through the legal discov- 
ery process. 

“There is the continued pretense that this 
is simply a comi heated, private contract dis- 
pute between a vendor and the government" 
he said, "That’s not what this is. This is about 
a criminal conspiracy hat has reached into 
the Justice Department from top to bottom." 

An internal Justice Department probe 
ended in July when investigators said they 
found no evidence of criminal wrongdoing 

port™ M ‘ UtVan contributed to this re- 
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Meese’s pieces .. _ „ 

• What did William Weld know about INS- 
LAW (Institute for Law and Social Research) 
and when did he know it? Doesn’t sound very 
riamo'rous, does it? But there s a 5-year-old • 
&t and a congressional investigation under 

why in Washington into the handling of a $10 
million INSLAW software contract with Ed 
Meese’s Department of Justice. In the^urseof 
extremely complex litigati on during which INS - 

LAW has managed to ; : 

prove that various E d ^ ■' 

Meese allies tried to kill 

their contract, the com- ■* 

pan/s lawyer, former 
Attorney General Elliot ■* 

Richardson, asked the 

Department’s Office of . ■ 

Public Integrity to con- • 
tact 30 witnesses within : 

DQJ. to testify on behalf * 

ofjii^ clients. Overseeing the activities of the ? 
pPI,when Richardson made his demarche in : 
February 1988 was none other than Tuesday .... 
Weld’s collateral relation, Assistant Attorney * 
General William We d, " 

: t ,1 Richardson says he has discussed the mat- • . , 
ter'with Weld “once or twice” and adds that he * 

m * -n, + * * 

has i^ever thought Weld was directly involved - : 
with the INSLAW case. He was, however, “as- 

S ^ * isi ^ 

founded” by the lack of cooperation he received 
fromOPI, which rebuffed his request 17 
months after he made it, and long after Weld 
had left the department Another lawyer in- 
volved in the case speculates that the INSLAW 
case.,“may wel have crossed Weld’s desk” - and 
may have contributed to his March 1988 ded- 
.sion to leave the department “We know that 
Weld bad numerous disagreements with 

Meese," this source says. “Perhaps this was one 
o 'them.” 

tta 

: Preoccupied with scouring the Bay State for 
Republicans wit! public sector experience, the 
governor-elect declii led to comment. 
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APPEAL OF INSLA\ 
r HEARD BY PANEL 


Hamilton Says Agency Now Basing Its 
Defense On ‘String Of Technicalities’ 


The Justice Department appeal of an INSLAW Inc. 
suit charging that the agency intentionally stole the 
software company's proprietary product and then drove 
it mto bankruptcy was just heard by a three -judge panel 
of the US Court of Appeals for the District of Columbia 
(see FCMR, Dec. 24, pg. 1). The panel's ruling is 
expected within the next three months. 


u 

Justice Department officials declined to comment 
on the appeals court proceedings. But INSLAW Presi- 
dent William Hamilton, in an FCMR interview, said 
agency attorneys gave up trying to argue that Justice 
did not steal the INSLAW software, as: two lower 

courts have already found, but instead “tried to get off 
the hook on a string of technicalities. 






Basically, Hamilton said Justice Department law- 
yers argued that INSLAW cannot sue the government 
for copying its software after the company declared 
bankruptcy - an alleged violation of bankruptcy code 
protections. The Justice Department argued that it 
cannot be sued because it never waived its sovereign 
immunity by filing a formal claim as an INSLAW 
creditor - “even though the agency had frequently 
boasted of its status as a creditor and had demanded the 
advantages of being a creditor in court." 


* r 

The agency lawyers also reportedly areue th i 
even if the INSLAW software was stolen^ action 
allegedly occurred in 1983 and the company did not 

Justice Department cannot be sued for violatinYbaS: 

SS3 oc 



Justice I^pLtoe^nm 0 ?! 1 ? ^ tered by arguing that the 
continued to exercise mn^i st0 e the software but 

said, “it wasSed * addltlon ” Hamilton 
Justice Department maAO? after ° ur bankruptcy the 
Proprietary software.” more lde gal copies of the 
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House probes firm ’s charge of bullying by Justice 


By Jerry Seper 

™e washxdgtom times 


A House committee is investigat- 
ing allegations that high-ranking 
Justice Department officials con- 
spired to force a Washington -based 
computer company into bankruptc . 
as part of a plan to steal the firm's 
mulUmilhofi-doilar software pro- 


Home Judiciary Committee m- 
yestigssorg aim are toofcin g into alle- 
gations that ; ±* pirated software, 
known as Prvrohs, has since been 
*o<d M ega&y to trrteil i^ence agen- 
mM in hau apd toned 

r 

: '* a.ege/: Ut tm *"0 for- 

govertolWWIto «* 4$$e#to#4 to 

kf, idftft. t?./s in UA- 

if- 

fit# f00wH, wtikto i to&M to # to# 
tmim Pyumr faraton 


intelligence officer, also alleges that 
the so? tw are — developed in 1982 by 
Inslau Inc. — has been sold illegally 
to the CIA, the Defense Intelligence 
Agency, the National Security 
Agency and the Royal Canadian 
Mounted Police 

Several current and former Jus- 
tice officials, are among those ques- 
tioned by' committee investigators 
during the past few weeks. Accord- 
ing to law-enforcement officials, 
hundreds of pages of documents 
have been collected 

T> .e committee can scbpoens rec- 
ords dcpaftraeni official and, 
ultimatfei y refer hie mat ter ?n tfce 
fail term lo/ action 

HfzXt'A by ,'ejKafc Uetiocrat 
b/ v,/ the m j/wiong 

bjtfo Swft&t off Ida fa 

fftgfeidftu! t'/f truer Mummy Q&i 

kfl jf/i esc 111 i Jtfp/j. > ' Jte 


force Inslaw into bankruptcy in or- 
der to deliver the firm’s software to 
a rival company. 

The rival firm, according to court 
records and law enforcement offi- 
cials, was headed by Earl W, Brian, 
a former Cabinet officer under then- 
California Gov Ronald Reagan and a 
longtime fnend of several high- 
ranking GOP officials 

Mr Meese served as a key aide to 
Mr Reagan during the time Mr. 
Brian held the Cabinet post In 1981 
when Mr Meet* was appointed legal 
counsel to then-president Reagan. 
Mr Brian went to the White House 
at d m mar- of a task force that re- 
ported to Mi Meese 

IsiiUiic the ivfeese mnfirrmtujn 
iuarfagt in Yi>A it wa s discovered 
flat i,1; hoar. oi)M gave a $1* V/9 
interest free loan lo Mi .M ex. sir's 

wife, Hrmto, and that «»§ an 

ttiVtffsUff a, a tJmipitny. HitneoU r -.p > 


tal Corp., headed by Mr Brian, 

Mr Meese and Mr. Brian could not 
be reached last night for comment. 
They previously have denied any 
wrongdoing in the.Inslaw matter 
The affidavit, filed by Inslaw, says 
Mr Bnan told Israeli intelligence of- 
ficials in 1987 he had acquired the 
property rights to the Prorms soft- 
ware and it was being used by a 
number of US intelligence agen- 
cies. The affidavit said an Israeli 
sale was completed in 1 987 
Ari Ben-Menashe. who said he 
worked as an Israeli intelligence of- 
ficer for 12 year s, said m the sworn 
statement Mr. Brian also claimed to 
have mid b e v/ft ware program to 
Iraqi military intelligence 'I fie a I 
Jeged tale, he said, (recurred in f>a r 
tiago, Chile in the offices of "a tna 
jot supplier of th< tyrmortmA of 
lf.>.o; of m .-.poos aid in it iimu» u 
1 i ti'f k is f.o n.fof tr.aV.ot, as ?-0 h/r» 


the software may have been used. 

Che committee investigation also 
includes a look at ongoing Justice 
Department actions, ordered by At- 
torney General Dick Thornburgh, to 
stonewall a committee request for 
hundreds of secret internal doc- 
uments describing the department’s 
handling of the Insiaw contract. 

Mr Thornburgh has refused to 
turn over the documents, saying 
they are part of “litigation strategy” 
m the case and, as a result, are 
“shielded” from congressional scru- 
tiny. 

The dispute revolves around a %1 0 
million contract awarded to In slaw 
w March 1982 to provide the Prom is 
software, described as a case- 
maruH&einetit program tha? gives 
US, Attorneys' Offices the ability to 
keep tabs on their eases, 

Accrmimv to Imfaw Preside? ?t 


William A. Hamilton, the company 
went bankrupt after Justice officials 
began withholding payments — a 
month after the department de- 
manded a copy of the proprietary 
software. 

In January 1988, U S Bankruptcy 
Judge George Bason Jr. found that 
Justice ‘took, converted and stole" 
the Inslaw software through "trick- 
ery, fraud and deceit.” He ordered 
Instaw to be paid S6.8 million in dam- 
ages 

In November 1989, US. District 
Judge William B Bryant upheld that 
ruling on appeal The money has 
never been paid 

litigation is continuing, with In- 
slaw asking for “limited discovery* 
to prove that the Prorms soft ware 

Itad bee? pirated, based m m forma 
lion from new sources, 'fhe matter 
to pending to \i&> District cswi to 
Washington 
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Justice, Inslaw Continue Their 

Battle Over Promis 


By Margaret M. Seaborn 

GCN Staff 


The Justice Department and Inslaw (nc. 
last month revisited their near 10-year-old 
dispute over rights to Promis, a case man- 
agement software developed by the smali 
Washington company. 

Justice is appealing a federal conn ruling 
that it stole 44 copies of Promis, the Pros- 
ecutors Management Information System, 
from Inslaw. 

The U.S. Court of Appeals for the Dis- 
trict o* Columbia heard the first oral argu- 
ments in the appeal in January'. 

Justice attorneys argued the department 
could not have violated a 1985 court-or- 
dered stay by disseminating the software to 
U.S, attorneys’ offices. They say Justice 
took possession of the software two years 
before ;nslaw Inc. filed for bankruptcy in 
1 985, triggering the automatic stay. 

Justice could not have violated the stay 
in 1983, because the bankruptcy petition 
that prompted the stay was not filed until 
1985, said Justice attorney Mark B. Stern., 
He said most of the accusations Inslaw 
made against Justice in the bankruptcy 
proceedings were actions taken before 1985. 

, * ^' ere k nothing in the bankruptcy code 
that would take the shield of the stay and 
turn it into a sword,” Stern said, 

But Inslaw maintains that Justice’s dis- 
semination of Promis is not a stay viola- 

atto^v M eft K° f i Cf r pany P r °P ert y Inslaw 
CSifWWtafa said Justice 

vereio^of Promis. ° f an Bnhanced 

. acknowledged in couri docu- 
ments that Inslaw had installed 21 copies of 



Friedlander 
compared tht 

case to stealin 
a cow and the 

claiming the 

right to milk i 


enhanced Promis in U.S. attorneys’ offices 
by February 1985 and from 1985 to 1987 
the department installed Promis in 23 more 
U.S. attorneys’ offices. 

The U.S. Bankruptcy Court ruled in 1987 
that Justice officials had stolen from Inslaw 
the 44 copies of enhanced Promis. The 
court enjoined Justice from distributing 
Promis beyond those copies legitimately 

obtained through an original contract. 
Based on the bankruptcy court’s findings, 
the U.S. District Court for the District of 
Columbia awarded Inslaw more than $6 
million in 1988. 

Justice is appealing U.S. District Court 
Judge William A. Bryant’s 1989 affirma- 
tion of the bankruptcy court’s ruling and so 
far has not paid Insiaw any of the court- 
awarded money. 

The Justice- Inslaw debacle began in the 
early 1 980s. 

Justice awarded Inslaw a contract in 
1982 to provide case management software 
to U.S. attorneys’ offices. Justice canceled 
part of the contract in 1983 and stopped 

payments to Inslaw. Inslaw filed for bank- 
ruptcy in 1985. 

Inslaw president William A. Hamilton 
has charged repeatedly that Justice tried to 
force Inslaw into bankruptcy and Promis 

into the public domain. 

Stern said the appeal raises three ques- 
t urns: whether the government’s continued 
use of Promis after Inslaw’s bankruptcy vi- 
olated the stay; whether Justice waived sov- 
ereign immunity; and whether the bank- 
raptcy code section that awards damages to 
individuals for violations of an automata 
tay apphes to the government’s payment 
of damages to corporations. 

Stem said Justice cannot be held liahle 
Insiaw attorney Miciael Friedlander said 

SxiSs?* T {? e 

property of Inslaw or Justice “ the 


Whose Properly? 

Friedlander said if the court determines 
Insiaw owns the copies of Promis, it should 
“require Justice to divest itself of the soft- 
ware.” 

“If you win on your merits, then they’ll 
pay for it,” said Judge A. Raymond Ran- 
dolph, one of three circuit judges presiding 
over the appeal. 

Friedlander said Justice “not only took 
possession, but did a lot more ’ bv copying 
the software code and threatening to give it 
to the public. “The government exercised 

control over 20 copies they had and tod: 
possession of that by fraud?’ 

He likened the scenario to stealing a cow 
owned by Insiaw and then claiming the 
nght to continue to milk the stolen cow. 
bven if the government had the right to 
use it it did not have the right to copy it ” 

Friedlander said. 

trif-w 11 S ? ld i here is no evid ence Justice 
thfllQ Pr ° mis 10 an >’°ne outside of 

’’is exacilt . TneyS ° ffiCeS ' He said Prom >* 
is exactly the same property the day after 

<£ befor P e a ' ny ^ bankru P tc >' « the 
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To Iraqis And Israelis 

8 

By Phil Ufisalata . 

Of d* PwHHspkfeh Staft . 

©1W1, St Louis Poot-DiapitdT; 

Software that a federal banxrcptcy 


** f 


stole tos been sold illegally. tff the* 
governments of Israel and Iraq,.' ac* 
cording to documents filed Monday In *, 
federal court 

Canada is also Illegally, using, the 
software In some WO, locations the / 

documents soy* * w ■ ** * ■ 

. The software, called. Promis.;was 
developed by Insla^r a . company- 
based in Washington and owned oy st , 
Louis natives William, and Nancy, 
tramtiMR. It Is used by law enforce- 


Affidavits Allege Sales 











ice To Case 
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Phil UnsHleta 

, iha Po*l*Oi*p*tetr Staff * f 

Insio^'s case against (he Department of Jus- 
ice brings together n cast of colorful, diverse 
haraclers and a widely used software product. 
This is a look at two of the leading characters. 


■p 

Intelligence stint within the prime minister’s 
office- He said that one of his last assignments 
there came tn 1089 when he was asked to try to, 
slop Carlos Cardoen's Chilean company from 
selling chemical arms to Its main customer, Iraq. 
"I failed/’ Ben-Mennshe said of that mission. 
Shortly after, he was Indicted by the United 


Promts software was first alleged In court re- 
cords in which William Hamilton and his wife, 
Nancy Hamilton, recalled an aggressive buyout 
offer from Hadron Inc., a subsidiary of Inlotech- 
notogy, a holding company owned by Brian. 
Brian's attorney, Larry Htrsch, said Monday 


closed that Meese had failed to report his wile's 
Investment In two companies controlled by-Bik-, 
nn and had failed to report a $15,000 loan Iroiqfi" 
subordinate who was a close trlend ot Brian, - 

4 b- w i-L ■* 4 . 


Art 


i ' 


Ben-Menashe, 39, bnd a 12-year career with 
the Israeli government. During much of the 
1980s, he traveled the world to arrange the 
purchnse of weapons for resale in accordance 
with Israeli policies. 

He says that shifting political winds brought n 
Job change In 1987, when he began a two-year . 


Shortly after, he was Indicted by the United f that claims by the Hamilton* against his client . 
States on charges of conspiring to sell transport {. ha<1 been *’ absolutely false, M from the Hist court * ■ 

P. . , I *' I ■ I , 4 .1 record to the last W . i 

Manhattan ended I™ acquittal last year. - 1 Brian’s more distant post Includes a . close 

* 1 *■ * ^ * __ ^ * _ _ 


Promis Software 
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’ Inslaw’s Promis software Is Indispensable in 
law enforcement circles. The software is used by 

„ v — , . . federal prosecutors, by the dly ot New Yorluuw)^ 

retotlonship with former president Ronald Heag- f’ by Cook County, Illinois. * ‘ ‘ 
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Earl Brian 
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an. When Reagan was governor ot California, ^ ’’Promts can be used ns n professional work* ’ 

f Vv » _ I . _ - tt ..111. .1 lihilfn M J II 11 111 li fell! 
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Brian Is a businessman whose resume lists 
large stokes In Financial News Network and 
United Fiess International. Ills connection to 


Brian served as secretary of Health and W elfare. 

Ills political ties surfaced again after Reagan 
nominated Edwin Meese III as attorney general 
The Investigation of an Independent counsel dls- 


flow tracking system” Hamilton said. ■"It; can 
support any kind of Investigative activity, Includ-*; 

I ng law-enforcement Investigations and, evident- ' 
ty, intelligence-operations investigations " *' j 
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From pa ge one 1 ; 
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Justice officials had stolen the software from the 
Hamlltons "through trickery* fraud and deceit" 
Affidavits filed Monday suggest that the mat- 
ter did not sfop with the theft. ;-** 

In one, former Israeli intelligence officer Ari 
Ben-Menashe saJd he was present when a close 
aasoclftic of Reagan peddled the software first to 
Israeli Intelligence and Inter, through a middle- 
man, lo Iraqi intelligence. 

The associate is Dr. Earl W, Brian, o principal 
of two financially troubled companies, United 
Press International and Financial News Net- 
work. Brian held a Cabinet-level position In Cali- 
fornio when Reagan was governor there. * . J. 

When Ihe Jlam 1 1 ions' company'was under ft-; 
nanciol pressure as a result of (he dispute with , 
the Justice Department, a company controlled 
by Brian offered to buy Inslaw. Ilaml ton re- 
fused, and the Justice Dcj artment mounted an . 
effort to force Inslnw Into liquidation, according 
to court records. The el fort failed, and Insiow Is . 
seeking damages from the government 
^ Ben-Menashe’s affidavit, filed In VS, Bank- 
npicy Court for the District of Columbia, stales: . 
't la January 1989, as a Special Consul lant for • 
Hgence Affairs In the Israeli Prime Minls- 
^nce. Ben-Menashe was told by Chilean 


nrms manufacturer Carlos Cnrdoen that he had 
“brokered n dear 'between Brian and "a repre- 
sentative of Iraqi Military Intelligence" for the 
use o( tire Promis computer software. The deal, 
was consummated In Santiago, Chile, where Car- 
doen's company, Industries Cardocn S.A., has lls 
headquarters. Until recently, Iraq was that com- 
pany’s biggest customer. * “ * 

■ In 1987, Ben-Mcaashe attended a meeting at 
the headquarters of the Israeli Defense Forces 
where Brian declared that the software was In 




A second affidavit charges that the Canadian 
federal government U using Promts in BOO unau- 
thorized Installations, all wltldu a single agency. 

?• This surfaced nftcr an arm of the Canadian 
government surveyed oil federal offices to de- 
velop an Inventory of software and whether U 
could function In both French and English. The 
survey found Inslaw's Promts software, and the 
survey team then questioned the Uamlltons as to 
whether It could support use In French, - 
To learn more, the Hnmlltons sent their 


use In the United States by the CIA, Ihe Notional -daughter, Patricia Hamilton, an Iralaw otIk 


M * 1 


Security Agency, the Defense intelligence Agon 
cy and the U.S. Department of Justice. Only the 
Justice Department Is authorized by the court to 

use Ihe software. - * • * 

* Brian, as a private businessman, said he ind 
acquired the property rights to the software and 
consummated a sale to Israel in 19B7, although 
he had allowed its use by the Israeli, Intelligence:, 
forces for as many us five years: before the ;; 

a dual sale. . „ . . • -‘v * W2» . 

Reached Monday at his Uome in Oxford, Md.,,, 

Brian called the allegations * nonsense. He said 

be bad never been to Santiago or Tel Aviv and 

did not know of Cardoen or Ben-Menashe. He 

said that until reading press accounts, he had 

never heard of the Uamlltons, Inslaw or Promis 

4 *#■**'* 

software, * •*- 

Cardoen's aliomcy lo the Hulled Stfttcs, Abbey 
Kaulan of Miami, said Den-Menashe's adldavli 
"sounds like misinformation, designed to have 
people go In one direction In order to serve 

someone’s purpose." - ' 


representative, to Montreal. In an affidavit filed 
Monday, £he said that Canadian officials con- 
firmed that the software was in use there. But 
the survey records do not show which agency 
has the software. Nor do they show who provid- . 

ed It#' . *r.. w t . * . * v u * 

Dennis Lachance, manager, of the bilingual, 
research project, confirmed In a telephone in- , 
tervlew Monday, the use ot Promis. He said he/. 


bankruptcy court and were upheld on appeal in’* 

U.S. District Court, the Justice Department has 
apj>ealed anew before Ihe U.S. Court ol Appeals,-- 

• During this process, a court-ordered stay bartP.* 

Ihe Justice Department's use or distribution ol'> 
ihe Promis software beyond the offices where", 
the software was in use when Ihe dispute first;* 
arose. . ‘ *.*.' • ft 

The affidavits filed Monday were In support ot . 
a brief seeking new subpoena powers to gather 
evidence In support of Ihe Hamlltons’ claim that 
Ihe Justice Department has violated the stay by-, 

• distributing the software. • . ; ..c .-iT 

As the Hamlltons press their case in the courts, ;• 
the Judiciary Committee of the House of Repre*. 
sentntives Is Investigating the case In prepara- 
tion for future hearings. ... w .. * 

• Among those deposed U Charles Hayes, opera- i 
tor of a government-materials salvage coippuny 
in a rural area near Nancy, Ky. In a recent: 1 
interview, Hayes said he told the ludtclary In 


icrview muiioHj, me u«- ui * iuinu. «*.v. — — - - , , 

was working tolrdce the use ton specific agency. \ vestlgators that Unoda and Ist^u hod 

* vurninm n nmllinn ! said the" affldavUs tiled' software. 1 '* . 1 

Hayes said he told the Investigators , that he. 


Willlom HamUtou 1 said the" affldavlUs tiled 
Monday explained the "desperate efforts” of 
Attorney General Richard Thornburgh and his 
predecessor, Edwin Mcese, to deny the validity 
of court rulings favorable to instaw. 

“The new evidence,” Hamilton said, “strongly 
suggests that the U.S. Government not only stole 
■ Inslaw’s Promts software for Us own use in law 
enforcement and Intelligence agencies, bul also 
was involved In the sale ol the software to for- 
eign governments," * 

Although the Hamlltons won In trial before the 


Israeli possession 

the Mossad, an Israeli Intelligence agency,,,.. 

Hayes said that while under oath, lie tola the , 
Investigators that the software had been given lo 
Canada by an Individual "hlgh.ln’ the JusUpe , 

Department." 

Hamilton sold that sources had told him o> 
more than a dozen foreign governments th fit got. 
Promts through people connected with Ihe U.S. 
government. 


• i 
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force Inslaw into bankruptcy in or- 
der to deliver the firm's software to 
a rival company 

The rival firm, according to court 
records and law enforcement offi- 
cials, was headed by Earl W. Brian, 
a former Cabinet officer under then- 
Califbmia Gov Ronald Reagan and a 
longtime friend of several high- 
ranking GOP officials. 

Mr. Meese served as a key aide to 
Mr Reagan during the time Mr. 
Bran held the Cabinet post. In 1981, 
when Mr. Meese was appointed legal 
counsel to then-President Reagan, 
Mr Brian went to the White House 
as chairman of a' task force that re- 
ported to Mr. Meese, 

During the Meese confirmation 
hearings in 1984, it was discovered 
that Mr. Brian once gave a SI 5,000 
interest-free loan to Mr. Meese’s 
wife, Ursula, and that she was an 
investor in a company, Biotech Capi- 
tal Corp., headed by Mr. Brian. 

Mr. Meese and Mr. Brian could not 
be reached last night for comment. 
They previously have denied any 
wrongdoing in the Inslaw matter. 

Tne affidavit, filed by Inslaw, savs 
Brian told Israeli intelligence of- 
ficials in 19S7 he had acquired the 
property rights to the Pro mis soft- 
ware and it was being used by a 
number of US, intelligence agen- 
cies, The affidavit said an Israeli 
sale was completed in 1987. 

^ An Ben-Menashe, who said he 
worked as an Israeli intelligence of- 
acer for 12 years, said in the sworn 
statement Mr, Brian also claimed to 
have sold the software program to 
Iraqi military intelligence.” The al- 

-lea ?h e >’ h - S M' occurred >u San- 
-ago, Chile, in the offices of “a ma- 

i-ac/nf ' ?ller ° f the government of 
Iraq of weapons and munitions.” 

i here is no information as to how 


the software may have been used. 

The committee investigation aiso 
includes a look at ongoing Justice 
Department actions, ordered by At- 
torney General Dick Thornburgh, to 
stonewall a committee request for 
hundreds of secret internal doc- 
uments describing the department's 
handling of the Inslaw contract. 

Mr. Thornburgh has refused to 
turn over the documents, saying 
they are part of “litigation strategy” 
in the case and, as a result, are 

"shielded” from congressional scru- 
tiny. 

The dispute revolves around a S10 
million contract awarded to Inslaw 
in March 1982 to provide the Pro mis 
software, described as a case- 
management program that gives 
U.S. Attorneys’ Offices the ability to 
keep tabs on their cases. 

According to Inslaw President 
William A. Hamilton, the company 
uent bankrupt after Justice officials 
began withholding payments — a 
month after the department de- 

software. 3 ° f ^ P^etary 
T„£ j£ ? Uary 1988 > US ' Bankruptcy 

Justke Zf aS ° n Jr ' f0Und that 
thT i ' conver ted and stole” 
the Inslaw software through “trick 

ery fraud and deceit.” He® ordered 
tnslaw to be paid S6.8 million in dam 

Judge 1 w£r i 989 ’ US ' ° istrict 

llljam B - Bryant upheld that 
ruhng on appeal. The money has 
never been paid. y nas 

srSfft^sssssyt 

tion ft^rvri eUf Dased on informa- 

is ^ndm g T n W n S ? U n eS - The matter 

Washington. U ' & Dlstnct Cour t in 
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Ins aw changes pirated software 

was sold ito Israel and Canada 


Infotechnology chief calls 
accusation ‘ a tissue of lies ’ 




By MARK PAWLOKSY 

Officials of Inslaw Inc. believe the Ca- 
nadian and Israeli governments are using 
pirated copies of proprietary case manage- 
ment software the firm initially developed 
for and then later accused the U.S. De- 
partment of Justice of trying to steal. 

The charges come in affidavits filed in 
Inslaw’s bankruptcy case in the District of 
Columbia. As intriguing as the new 
charges are, however, they are not without 
their flaws. 

One of the affidavits alleges the Israeli 
government purchased the software from 
Earl W. Brian, the head of Infotechnol- 
ogy Inc. The court documents state the 
company does not know how the software 
got into the hands of the Canadians. 

Brian, who also controls locally based 
Hadron Inc. and United Press Interna- 
tional, responded with his own affidavit, 
calling the claims “a tissue of lies.” 


The charges against Brian are leveled 
Ari Ben-Menashe, who claims to be 
former Israeli intelligence agent. Be 
Menashe said he attended a meeting in 1 
Aviv in 1987 where Brian made a prese 
tation of the software, known as Prom 
to government officials. 

Brian’s affidavit states he has nev 
been to Tel Aviv, does not know a Be 
Menashe and had never heard of Inslaw , 
• .onus before recent press accounts aboi 

£panment y $ diSPUte With the Justi ' 


Inslaw’s president Bill Hamilt. 
been in a legal fight with the U S 
mem over the software for eight V 

nkruptcy judge in 1987 ru i ed 

Inslaw and force ,w hC SOftwar 
nesc tw ? c °mpany out < 
ness The judge, who was not rean 
to the bench after 1 rea Pl 

Hamiltons a mu it? awar ' 

nem tv, a mulUm dhon dollaa 


Hamilton contends the government 
wanted him out of the way so his govern- 
ment contract and software could be 
handed over to Brian, a longtime friend of 
former U.S. Attorney General Edwin 
Meese. Hamilton has alleged a close busi- 
ness associate of Brian’s approached him 
about buying Inslaw, and when his offer 
was rebuffed, threatened to force the 
company out of business. 

Inslaw’s second affidavit filed last week 
is the sworn testimony of Patricia Hamil- 
ton, the Hamiltons’ daughter who works 
for Inslaw. Her affidavit states that, ac- 
cording to Canadian officials, Promis 
software is widely used throughout the 
federal government in Canada. - * 

Bill Hamilton said Inslaw has sold the 
software to provincial governments in 

Canada, but not to the federal govern- 
ment. 

Denis LaChance, research project man- 
ager for the Department of Communica- 
: ons in Montreal, confirmed Promis soft- 
ware is used in the government. However, 
it s unclear, LeChance said, if the Promis 
software federal agencies are using is In- 
slaw’s software. 

LaChance said people may be confusing 
the Inslaw Promis with Promis Systems 
Corporations Ltd., a Toronto-based com- 
puter firm that also manufactures soft- 
ware. 


v “/mg L o uo now is 
out which product is being used he 

Canada,” LaChance said. A spokes 
tor the Toronto company was not a 
able for comment by presstime. 
Hamilton claims independent sov 

have told him the software in use in ( 
ada is Inslaw’s. 

The affidavit by the Israeli Ben-b 

wWch tL^ m • B T br ° kered a de 

2&K2SS 


Ben-Menashe, though not a well-known 
name in Washington business circles, has 
gotten some press in other areas because 
of his ties to arms exporters. In December 
a New York federal court found him not 
guilty of charges he conspired to violate 
U.S. arms-export laws. 

Ben-Menashe’s affidavit fails to reveal 
the dates, or times he is alleged to have 
met with Brian or who else was present at 
the meetings, and in a telephone interview 
last week from his home in Lexington, 
Ky . , he declined to elaborate. 

Ben-Menashe also said he met Brian in 
i980 in Washington, D.C. When asked to 
describe Brian, Ben-Menashe called Brian 
an average man, “under 6 feet tall, and 
not overweight. There’s nothing special 
about him. He’s a normal human.” 

In fact, Brian is well over 6-feet 2-inches 
tall and weighs more than 250 pounds, ac- 
cording to people who know him. 

£ ‘He is an imposing figure,” said one 
person who asked not to be named. “You 
would not forget him if you ever met 
him.” Said another source, “He’s big.” 
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MrtgM software to Israel, Iraq “ 

niSi^iJ*??? * ere »t pleadings 

Bankruptcy *"* «■ 

th Department and Inslaw, 

the. y ash ingtoa -based software devel- 
op^ have been involved in an eleht- 

cour * ^Sht surrounding a $10 

million software contract between 
^ the 'usticA Department, 
.The dispute has resulted in one court 
ruling that the Justice Department 
hadstopped payment and stolen the 
software through "trickery, fraud and 

deceit” . . • 

. Inslaw, owned by St Louisans Wil- 
liam ancR Nancy Hamilton, asked the 
courf last week for penrusion to re- 
sume investigating whether the Jus- 
tice Department sold its software to 
the governments of Iraq, Israel and 
Canada, in violation of court orders. 
The software, called Promts, is (Re- 
signed to track tegaj cases and defen- 
dants; It also has counter-terrorist, in- 
telligence and national security uses, 
William Hamilton said. . - 
The Justice Department said it was 
opposed to Try l aw’s request for re- 
newed investigative authority. Ins- 
law’s court document* fails to show 
that i Iraq. Israel or Canada got the 
software from, within the Justice De- 
part meat, the department’s response 

saidr* • 1 y 

•‘iftvnn^ mrrcntlv bolding the Pnv 

have obtained it 


ent Denies Theft OfSrftC 





mis software 
from Inslaw, from any one oi a aozen 

state and local governments^ or -from 
one of InslaWs non-govenmie 
th* rfftnanmenrs legal 



stated 


ouent to qiwcuh. j* 
:t that former Israeli 

intelligence officer Ari Be»-Me^« 
{B*® ISES tad in 

BUfe.*iigasa 

presentation Oitne by 

Dr. Earl *• cajioa Cardoen. 

statement -ftctarw to Santiago. 
aa.arTMmM-acW B nan 

“ffif .'S; &23S& 

tofjf,Wlto tor®*; ^nUuring Inslaw's 

dilute * ritt ^^SS^ ) y e {3totectinO' 

veSS^Ssk m * 

filed by EnanM n it. Bnw gj . Tel 
has hever been m S*™* w|th the 
*viv t and had noting ograin to 

transfer of toe eMWggf ^. Met . 

“Sg «* cred!bl ! 


-Menashe, 

year of a federal charjw'that 

pSmL owne? by tnm ^ ri 

• _On the issue 0 f Canada's possession 
of the software, the Justice Depart- 


are 

San^ ? 1 toe Hamilton, 

™ ,0 N«to« to 

^•instead of asking for court 

etohonty here to subpoena and at- 

P°se witnesses * 
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Justice Department perverts justice in Inslaw case 


I N THE MATTER of the Department of Justice 
and the Inslaw case, a remarkable thing is happen- 
JBP mg: The stencil Rets worse. Until recently, it could 
be said of this shameful affair that it smelled only to high 
heaven. It is now bagtuning to smell to outer space. 

More in puzzlement than in anger, one has to ask: 
What has got into Dick Thornburgh? As Attorney Gen- 
eral, he ought to be doing his damndest to gel to the bot- 
|tom of this disgraceful matter. Instead, he has stalled; 
he has stonewalled; he has taken refuge in legalisms; he 
has obstructed efforts of two congressional committees 
to dig out the facts. And this isn’t even his scandal. Me 
inherited the mess from lid Meese. 

The fn.slaw case goes back to 1981. William Hamil- 
ton, an acknowledged whizbang inventor and developer 
of computer software, was then working for the old 
Institute for Law and Social Research (hence "Inslaw"). 
He came up with an idea for a program that would man- 
age the heavy caseload of a law-enforcement agency. 
Once in private employment, he began to develop his 
idea. He refined it, improved it, named it PROMJS, and 
in 1982 sold it to the Department of Justice for use in 42 
U.S. attorneys’ offices it was a $ 10-million contract, 
and it put his tiny firm on the map of software suppliers. 

Then everything came crashing down. The program 
itself worked superbly, but inexplicably the Department 
withheld payments that were due to Inslaw on the con- 
tract. The effect was to drive Inslaw into bankruptcy. 
Later it transpired that the Department official at the 
top of the PROMIS contract formerly had been 
employed — and fired — by Hamilton. 


JAMES J. KILPATRICK 


After mouths of hearings, U.S. Bankruptcy Judge 
George F. Bason came to a stunning conclusion: The 
Department of Justice, that citadel of integrity, had 
''stolen*' Hamilton's invention. Judge Bason entered an 
injunction against the Department. He fixed the Gov- 
ernment’s bill for damages at $6.8 million. Bankruptcy 
judges serve M-ycar terms, but the recommendation of 
the Attorney General weighs heavily in their reappoint- 
ment. Judge Bason was not reappointed. 

Somewhat embarrassed, but not really discomfited, 
the Department appealed. Judge Bason, the Depart- 
ment confidently implied, was a nobody. His decision 
surely would be reversed on appeal. Unh-hunh. U.S, 
District Judge William B. Bryant ringingly affirmed 
Judge Bason's findings. Instead ol yielding, the Depart- 
ment took a further appeal. That appeal is still pending. 
Department lawyers are doing everything that they can 
think of to prolong the process. 

Two years ago, the Senate’s permanent subcommit- 
tee on investigations got curious and tried to find out 
what was going on. The Department of justice stone- 
walled the committee so effectively that the investiga- 
tors turned in a limp report and gave up. 

This past December, a House judiciary subcommit- 
tee held a day of hearings on the Inslaw case, investiga- 
tors sought cooperation rom Thornburgh, Again he 
stonewalled. He said that his testimony might jeopar- 
dize the Department's legal strategy. 


A lew weeks ago, the plots thickened. Hamilton 
learned by accident that his PROMIS software had been 
illegally sold to agencies of the Canadian government. 

He identifies the pirates as cronies of former Attorney 
General Ed Meese and former President Reagan. The 
cronies deny everything. 

No sooner had the piracy been confirmed in Canada 
than an Israeli intelligence officer alleged that PROMIS 
was being used illegally by ibe CIA and other U.S, intel- 
ligence agencies. The spooks will not comment. 

There is more. The case began before Bankruptcy 
Judge Bason, After he lost his position, the case went to 
another bankruptcy judge — Martin Teel. He disquali- 
fied himself. Then it went to Bankruptcy Judge Paul H. 
Marines. He disqualified himself. In 1989 the matter 
went to Bankruptcy Judge James Schneider, On Feb. 26 
he issued a mystifying order; "The undersigned bank- 
ruptcy judge hereby recuses himself from all further 
proceedings in this case due to potential conflicts relat- 
ing to decisions yet to be rendered." 

Last November Chief District Judge Aubrey Robin- 
son held a hearing. In response to a suggestion that the 
case be referred to a bankruptcy judge in Alexandria, 
Va. t he learned "they wouldn’t touch it with a 10-foot 
pole." In fact, he said, "nobody wants to touch the 
case." 

As I said, the stench gets worse. To my knowledge, 
Dick Thornburgh is a good man — but in the Inslaw 

case, he is a good man with a strong nose. 

° Universal Press Syndicate 
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It started under Ed Meese 
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For Justice Dept., Inslaw Ca 
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_ BY GREG RUSHFORD 

'» 1980s »i,„ 'ggj?™”' 

atiomey general . just w on ’t go away 
Now. w, th Meesc comfortably cn 
ponced at the Heritage Foundation u ,, 

seve^fl °T al R,chard Thombure h and 
se era! key department careerists who ire 
drawing [he unfriendly fi re 

eon/// 3 '/ f° r Thornburgh, the chief 
cm^rcssional overseer of the Justice 

Department House Judiciary Committee 
Chairman Jack Brooks fD-Te\as) al'o 
tapirs ,o b. Congress' ,„p tspc“ ; n ^ 
gove rnment's = .mp„rer' WKSS 

Brooks' long-running investigation of 
the I ns law affair has entered a critical 
stage, with the Justice Department ready 
to tum over internal documents withheld 
trorn every other ins lav. probe If Brooks 
rinds e\ idencc of official wrongdoing, 
Thornburgh and several top Justice offi- 
cials — who cleared the department in their 
own probes— could find themselves in hot 
political waters. 

Among the officials who have pre- 
viously looked into the Inslaw case only to 
clear the department are Jay Stephens, 
U-S. attorney for the District of Columbia] 
who investigated the matter when he 
worked at mam Justice under Meesc, 
Gerald McDowell, chief of the Criminal 
Division’s Public Integrity Section Mi- 
chael Shaheen Jr counsel to the internal 
watchdog unit, the Office of Professional 
Responsibility; and Lawrence McWhor- 
ter* who heads the Executive Office of 
U S. Attorneys in theCnmina] Duision 
Inslaw is the D C„ -based computer 
company whose case management soft- 
ware* PROM IS t was stolen by Justice 
Department officials with '‘trickery, 
fraud, and deceit, 1 * according to a 1 9SS 
opinion by then U S Bankruptcy Judge 
George Bason 

Bason s findings were upheld in 
November J989 by Senior Judge William 
Bryant of the b S District Court for the 
District of Columbia The department s 
appeal is pending before the U.S Court of 
Appeals for the D C. Circuit, Inslaw had 


sc Won t Go A wo n 


Officials who have cleared the Justice 
Department on Inslaw include (from left) 
Attorney General Richard Thornburgh. 
U.S. Attorney Jay Stephens, and depart- 
ment watchdog Michael Shaheen Jr. 

sued the department in 19S6, chimin; it 
was driven into bankruptcy because offi- 
cials improperly appropriated its software 
Since last summer, Rep Brooks has 
ocen pressing the Justice Department for 
more than 200 departmental documents 
collected Together for litigation arising out 
of the Ins saw matter Thornburgh has re- 
fused to turn over the documents. calling 
them ‘Mitigation- sensitive.’ 1 The attorney 
general's recalcitrance has helped poison 
the atmosphere between the Justice De- 
partment and the feisty Brooks, a strong 
defender of congressional prerogatives 
Neither Brooks nor Justice Department 
officials, including Thornburgh* would 
comment directly on recent negotiations 
over the disputed documents But Thom* 
burgh* — mindful that the Judiciary Com 
miliee controls his department s purse 
strings — seems ready to give Brooks what 




■% 

he has asked for, according to a Justice 
Department: official 

Brooks has said that the Jis?u'ed doc- 
uments "may prove the department's in- 
nocence or guilt/' He reports through in 
aide that he expects eo obtain the papers 
soon 

The B ooks investigation has two main 
thrusts. The first — of which Instau is only 
a part — focuses On general cnticisms thar 
the Justice Department is ill- prepared to 
manage the 52.5 billon it plans to spend 
on computer hardw are and softw are in the 
next five years 

The second concerns the ongmai al- 
legations of wrongdoing brought by Ins- 
law during Meese's tenure, plus the wave 
of internal probes continuing into the 
Thornburgh regime that found nothing 
imiss 

So far, the only congressional hearing 


;■ A. 

f-w -M 
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stemming from Brooks' probe Came last 
December There, InslaVs lawyers, 
Charles ^ork and Elliot Richardson, re* 
newed their complaint that Thornburgh's 

SEE INSLAW, PAGE H 
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Inslaw Scandal 
Continues to Dog 
Justice Officials 


INSLAW FROM PAGE 4 

administration W3S unwilling to inves- 
tigate the wrongs that Judges Bason and 
Brvant found had been done (o Inslaw 
Work is the managing partner ol the 
D C office of Chicago’s McDermott. 
Will & Emory; former Attorney General 
Richardson is a partner in the DCoce 
of New York's Miibank. Tweed, HadLv 

^ u» “ 

itr his own complaint that Thornburg 
las refusing CO turn over the hundred of 
internal Justice documents to commit - 
investigators, despite the attorney gefl- 
•ral’s earlier promise of full coopera. 

While Brooks is keeping his own coun- 
sel about what he thinks his ^bw m- 
wstigation is likely to conclude, the Texas 

Democrat has been quite vocal about thc 
jrea he knows best, the Justice Depart- 

iiem s computer purchases _ 

According to testimon> at the Decern 
her hearing, the Justice Department's 
■ranacej to botch things up 
S Socolar. a high-m^ng 
ihc General Accounting Office, testit 





^ rl , v!or kTf McDermott, mUM* and 

Inslaw is represen of Miibank, Tweed. 

former Attorney General EH m tw _ fldoil 


,he depamnen,'’ cornfmc , ^ 
ization program was plague y 

,n Sr. n 1id'co^.«o M .c,,sob^ 

Ore department cannol pro- 

kcTK namc V s e of foformants and under- 
cover agents live data within 

“There is a lot of sensitive ua> 

^ ess, ESjsffsi: 

sectns pointed Bason and 

Sete-em ffc* 

met Depart A;ome> OrW " lhe 

Jem™. 3 « 

Northern Dtsiiiv °* R U t «v«a! de 
cone from W ashing w . McDowell 


Rumors of Wrongdoing 

c.rthtr afield Brooks IS also looking 
F h eniradictorv sworn statements 
into C ^ ” l us BI^ksh=ar, now a 
S [sen by Cornell ■ ■ _ Southern 

U b bankruptcy juege in 

District of New York 

f . Yq* The timrec prOKrtlin waa 
tust ce Department pilot P«J«‘ 
designed to professionals the uts t 
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Scandal 



Inslaw is represented by Charles Work of McDermott, Will (left) and 
former Attorney General Elliot Richardson of Mil bank, Tweed. 

Rumors of Wrongdoing 


_ x _ t * 


m m. 4 •# 


1 Continues to Dog 

I Justice Officials 

— - 

~ -J1 ^ — — - — 

j INSLAW FROM PAGE 4 

I 

administration was unwilling to inves- 
tigate the wrongs that Judges Bason and 
Bryant found had been done to InsJaw. 

Work is the managing partner of the 
D.C. office of Chicago's McDermott. 
Will & Emory; former Attorney General 
| Richardson is a partner in the D.C- office 
j of New York's Milbank, Tweed, Hadley 

i &. McCIoy. 

| Brooks convened the Dec. 5 hearing to 
air his own complaint that Thornburgh 
was refusing to turn over the hundreds of 
internal Justice documents to committee 
investigators, despite the attorney gen- 
eral's earlier promise of full cooperation. 
While Brooks is keeping his own coun- 
i sel about what he thinks his Inslaw in- 
j vestigarion is likely to conduce, the Texas 

Democrat has been Quite vocal about the 
area he knows best, the Justice Depart- 
ment’s computer purchases. 

According to testimonv a: the Decern- 

w * 

ber hearing, the Justice Department has 
managed to botch things up fairly well. 
Milton Socolar, a high-ranking official at 
the General Accounting Office, testined 


| that the department’s computer modern- 
ization program was plagued by * 4 poor 
management." 

Socolar said conditions were so bad that 
the department cannot even ensure that its 
computers have adequate security to pro- 
tect the names of informants and under- 
cover agents. ! 

"There is a lot of sensitive data within I 
;he Department of Justice computer files 
that is not secure," Socolar testified. 

As to Insiaw, Brooks’ investigation j 
seems pointed in the direction or the 
conclusions reached by Judges Bason and 
Bry ant: that Meese-era officials conspired 
to steal the Inslaw software. j 

Many of these officials — including for- 
mer Deputy Attorney General D. Lowell 
Jensen, now a federal district judge in the 
Northern District of California — are long 
gone from Washington. But several de- 
partment careerists, including McDowell 
of the Public Integrity Section and 
McWhorter of the Executive Office of 
U S. Attorneys, have a lot riding on 
Brooks not finding any wrongdoing. 


into two contradictory sworn statements 
given by Cornelius Blaekshear, now a 
U.S. bankruptcy judge in the Southern 
District of New Y'ork. 

In 1985, Blaekshear was a U.S. trustee 
for New York. The trustee program was 
then a Justice Department pilot project 
designed to professionalize the disposition 
of bankruptcy cases. 

Blaekshear, when deposed by Inslaw’s 
lawyers in 1987, first indicated that he had 
knowledge that some Justice Department 
officials intended to drive Inslaw out of 
business. A day later, he changed his 

story. 

After reviewing Blackshear’s testimo- 


SEE 1 N SLAW, PAGE u 



Rep. Jack Brooks wants internal 


Justice Department documents. 

ny, the Senate’s Permanent Subcommittee 
on Investigations issued a report in 1989 
that termed his stories "implausible." 

Blaekshear and the Justice officials de- 
cline comment. 

Thornburgh, who became attorney gen- 
eral in Ausust 1988 — after Judge Bason 

■W 

had made his decision but before Judge 
Bryant issued a ruling — also investigated 
Inslaw’. 

On Aug. 21, 1989, the attorney general 
wrote to Brooks and tried to dissuade him 
from launching still another Inslaw probe. 

"As you know, most of the Insiaw al- 
legations involve events that occurred 
prior to my tenure as Attorney General,” 
Thornburgh wrote. "Nevertheless, I have 
had an opportunity to review the matter 
I and I feel qualified to comment on it." 

Saying he had found no wrongdoing, 
Thornburgh urged Brooks to wait until 
Judge Bryant, the GAO, and the Perma- 
nent Subcommittee on Investigations 

weighed in. _ a _ 

Shortly thereafter, Bryant, the GAO, 
and the Senate subcommittee each reached 
conclusions that were harshly critical of 

i the Justice Department. ^ 
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Rep* Broo ks Turns Up the Heat 


For Justice Dept., Inskiw Case Won’t Go Away 


nr GREG RUSHFORD 


The messy Inslaw procurement scandal, 
which embarrassed the Justice Department 
in the 1980s ts hen Edwin Mcese III was 
attorney general, just won’t go away. 

Now, with Meesc comfortably en- 
sconced at the Heritage Foundation, it is 
Attorney General Richard Thornburgh and 
several key department careerists who are 
drawing the unfriendly fire. 

Unfortunately for Thornburgh, the chief 
congressional overseer of the Justice 
Department, House Judiciary Committee 
Chairman Jack Brooks (D-Texas), also 
happens to be Congress’ top expert on the 
government’s computer procurement 

practices. , , . 

Brooks’ long-running investigation of 

the Inslaw affair has entered a critical 
stage, with the Justice Department ready 
to turn over internal documents withheld 
from every other Inslaw probe If Brooks 
finds evidence of official wrongdoing, 
Thornburgh and several top Justice offi- 
cials — who cleared the department in their 
own probes — could find themselves in hot 

political waters. 

Among the officials who have pre- 
viously looked into the Inslaw case only to 
clear the department are Jay Stephens, 
LLS* attorney for the District of Columbia, 
who investigated the matter when he 
worked at main Justice under Meese, 
Gerald McDowell, chief of the Criminal 
Division’s Public Integrity Section, Mi-, 
chael Shaheen Jr., counsel to the interna 

watchdog unit, the Office of hofe*"* 1 
Responsibility; and Lawrence McWhor- 
ter, who heads the Executive Office of 
U S Attorneys in the Criminal Division. 

Ins law is 'the D.C- -based computer 
company whose case management soft- 
ware, PROMIS, was stolen by Justice 

Department officials with “ tnckcr /’ 
fraud, and deceit,” according to a 1988 
opinion by then U.S. Bankruptcy Judge 
George Bason. 

Bason’s findings were upheld in 
November 1989 by Senior Judge W illiam 
Bryant of the L S- District Court for the 
District of Columbia. The department s 
appeal is pending before the U.S. Court o 
Anneals for the D C, Circuit. Inslaw had 



Officials who have 

Department on Inslaw include (from lett) 
Attorney General Richard Thornburgh, 
U.S. Attorney Jay Stephens, and depart- 
ment watchdog Michael Shaheen Jr. 

« 



sued the department in 1986, claiming it 
was driven into bankruptcy because offi- 
cials improperly appropriated «s software. 

Since last summer, Rep. Brooks 
neen pressing the Justice Dep^ment for 
mnrp than '’OO departmental documents 
collected together for litigation ansmg out 

of the Insiaw matter. ™ oro *" gh 
fused to tum over the docum^, calhng 

fhe atmosphere 

partment and the feisty ' • 

defender of congress, onal 

Neither Brooks nor Justice Department 

officials including Thornburgh, wou.d 
officials, »nci j fccent neg0OatlO ns 

comment directly Thom- 

over the disputed documents. But inorr 

burgh— mindful that the Judiciary Co - 

. /.nnt mis his department s pmSv 
nmtee controls nis vv 


\ he has asked for, according to a Justice 
Department official. 

Brooks has said that the disputed > doc- 
uments “may prove the department s in- 
nocence or guilt ” He reports through an 
aide that he expects to obtain the papers 

soon# 

The Brooks investigation has two mam 
thrusts. Tne first— of which inslaw is only 
a part— focuses on general criticisms that 
the Justice Department is ill-prepared 
manage the $2 5 billion it plans to spend 
on computer hardware and software m th 

nC The' second concerns *e original el- 

leeations of vrarngdoing bro “^‘ b; 
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of internal probes conttnuing into .he 
Thornburgh regime that found nothing 
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Ex-rAide To Reagan Said To Have Given Software To Israeli Intelligence 


ByPb»Uns«ista 

Of t W frPo* Dt»p»tc»gfctffr 

61991, Si Pott47ivpfltch 

New affidavits filed Saturday in the ongoing court battle 
between the Iosiaw computer 5 software company and the 
Justice Department cha rge that former White House aide 
Robert C McFarlane transferred the software to IsraeU 
officials without authorization of the owner. 

One of the affidavits also claims that a former Justice 
Department official threatened retribution against one 
witness if he gives Information about the case; to congres- 
sional investigators. 

in-law based in Washington, Is owned by.SL Louis 
JS William and Nancy Hamilton. Its Promls software 
is used by law enforcement agencies to track cases and 

criminals. 

But the Hamlltons have alleged that their product was 
stolen by the Justice Department in the course of a contract 
dispute, then distributed to intelligence and military agen- 
cies In Iraq, Libya, South Korea, Israel, Canada and 

elsewhere. 

The affidavits, filed by Inslaw Saturday in federal court 
in Washington, say the case Involves both McFarlane, who 
was national security adviser to President Ronald Reagan, 

Air Pnrcp Maior General Richard V. Secord. 


McFarlane was Implicated by former IsraeU Intelligen c e 
officer Ari Bcn-Menashe inone'of 'three affidavits filed. 

He said McFarlane had a ’^special relationship" with 
IsraeU intelligence officials and gave the software to the 
iCTftrij Defense Force's Signals InleUlgenrieUnit hi 1982. At 
that time, McFarlane was deputy director of the' National 
Security Council. 

It was also in 1982 that Inslaw first entered a contract 
with the Justice Department to provide an enhanced ver- . 
sion of its Promls software. ; 

McFarlane said he is "very puzzled" by the assertions, 
which he called "absolutely false." 

The software is used to keep track of cases and cri mina l s 
by municipal, state and federal prosecutors in the United 
States. But the Hamlltons say it Is also suitable for unin- 
tended applications, such as case management by intelU- 
gence agencies or the tracking of dissidents by oppressive 

regimes.’ 

The software, for example, received high marks from 
government security forces In Libya, according to one of 

three affidavits fiied Saturday. 

The recommendation of Libya convinced Iraqi intelli- 
gence leadeis to acquire the software In late 1987 or early 
* 1988 said Richard H. Babayan In his affidavit. 

See INSLAW, Page I 
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Inslaw 


From page one 

Babayan is an arms trader and na- 
tive of Iran. He filed his affidavit from 
bis jail cell in West Palm Beach Coun- 
ty, Fla., where he faces charges relat- 
ing to the sale of securities in a pay 
telephone business. 

He said Iraq got the software after a 
19S7 sates pitch from Secord and Dr. 
Earl W. Brian, an associate of Reagan 
and former Attorney General Edwin 
. Meese III. . 

; Brian’s attorney, Lawrence Hirsh, 
said from his New York office that his 
' client “doesn’t even know any of these 
players and is extremely frustrated at 
people making things up about him. 

“There is not a shred of truth” in 
any of the affidavits, Hirsh said. 

Brian is an owner of a bolding com- 
pany, Infotechnology, which has inter- 
ests in Financial News Network, Uni- 
ted Press International and Hadron 
Inc., of Fairfax, Va, 


Hadron made an aggressive buyout 
offer for Inslaw one year after the 
contract began, in March, 1982, ac- 
cording to court records. The contract 

was valued by Hamilton at about $10 
million. * 

One month after Inslaw rebuffed 
the Hadron buyout offer, the Justice 
Department stopped payment to Ins- 
law, leading to a protracted bankrupt- 
cy case and a ruling that the Justice 
Department got the Pro mis software 
by “trickery, fraud and deceit” ' 

That finding was upheld in one ap- 
peal but the Justice Department is 
appealing anew to the US. Circuit 
Court of Appeals. 

The affidavit by Babayan and oth- 
ers indicate that while the Hamiltons 
fought their battle against the J ustice 
Department, their software was being 
marketed around the wtorld — with 
the blessing of U.S. government 
officials. 

Babayan said be had been told of 
the software transactions by Abu Mo- 
hammed, a “senior ranking official” 
in Iraq's intelligence and security 

force. ■ 

During 1988 visits to Iraq, Babayan 


said in his affidavit, “I was informed 
that Dr. Earl W. Brian ha d , in fact 
provided the Promts computer soft- 
ware to the Government of Iraq 
through a transaction that took place 
under the umbrella of .Mr. Sarkis 
Saghanoiian,” a Florida resident now 
under indictment on charges relating 
to the supply of arms to Iraq. 

Babayan states that Libya “had by 
then made extensive use of Pro mis, 
and that the government of Libya was 
highly recommending the Promis 
software to other countries . . . one of 
the principa l easons for the decision 
of the. government of Iraq to acquire 
Promis.” 

His affidavit also charges that Brian 
helped supply the software to South 
Korea’sCentral Intelligence Agency. 

Another affidavit was filed byaself- 
prodaimed computer software writer 
and arms technician, Michael J. Re-" 
conosciuio, who claims he was re- 
tained to modify the software for use 
“in law enforcement and Intelligence 

agencies worldwide." 

Brian was “spearheading the plan," 
states Reconosciuto, who has a crimi- 
nal record for conspiracy to manu/ac- 










rure controuea Suuwimces. ne tie 
scribes Brian as “a private business- 
man who lives In Maryland and who 
has maintained close business ties 
with the UJS. intelligence community 
for many years.” . 

Reconoscinto states that he worked 
on the software in 1983 and 1984 in his 
capacity as research director for a 
now -defunct joint* venture between 
the Wackenhut Corp. of Coral Gables, 
Fla., and the CJabazon Indian tribe, 
which provided a secluded operations 
base on its reservation in the desert of 
Southern California. 


Recoiiosciuto states that the soft 


ware came to him via the Justice De- 
partment officer responsible for buy- 
ing the software from Inslaw, Peter 
Videnieks, who gave it to Brian for 
delivery to Reconosciuto. He states 
that he readied the software for Cana- 
dian police and intelligence 
authorities. 

In his affidavit, Reconoscinto also 
said he was warned by Videnieks to 
keep quiet if questioned by staff mem- 
bers of the House Judiciary Commit- 
tee. The committee is investigating 
the Inslaw matter. 


ness associates prior to the time 
when. that indictment was unsealed 
and made public.” • 

Videnieks' attorney, Laurence Ei- 
senstein, said Videnieks would have 
no such power because he had not' 
been a pmsecutor while in the Justice 
Department and had left there for a 
post in the U.S. Customs Service by 
September 1990. 

Eisenstem said the allegations “are 
absolutely untrue, utterly ridiculous 
and have no basis in fact that we know 
of.” * 


The joint venture “maintained close 
liaison” with UJ5. intelligence forces, 
Reconosciuto states. It was formed to 
develop sophisticated arms “including 
night vision goggles, machine guns, 
fudl-air explosives; and biological and 
chemical warfare weapons,” accord- 
ing to the affidavit 
‘The Contras in Nicaragua repre- 
sented one of the most important pri- 
orities for the joint venture,” his affi- 
davit states. 

Representatives of Waekenhut 
Corp. could not be reached for com- 
ment Saturday. 


Videnieks threatened that if Recon- 
osciuto talked to investigators, he 
would be implicated in an unrelated 
criminal case and would lose an ongo- 
ing child custody case in which his 
wife is involved, according to the 

affidavit 

The threats came during a tele- 
phone conversation in February, ac- 
cording to Reconosciuto's affidavit 
“By way of underscoring his power 
to influence such decisions at the J.S. 
Department of Justice,” Reconosciuto 
stated, Videnieks told him of a secret 
indictment against Reconosciuto’s 


“Mr. Videnieks has not made any 
th reat or anything resembling a threat 
and at the time does not remember 
having met anyone named Reconos- 
riuto ” said Eisenstem, He represents 
Videnieks before the House Judiciary 
Committee. 

Inslaw filed the affidavits in federal 
court in the District of Columbia. They 
were submitted in su ppirt of a request 
for new subpoena power and to have 
their matter reffiv ved from bankrupt- 
cy court to be heard by a district enmi 

judge. 
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GAO fears Justice released secret data 


u Our in vestigation leads 
to the unmistakable conclusion 
that at present , one simply 
cannot trust that sensitive data 
will be safely secured at 
the Department of Justice . n 

— Howard G, Rhilc, director of the GAOs 
general government information systems division 



DATA 

From page A I 

was no evidence any confidential 
data had been released, 

"Of course, it is true for us as it is 
for everyone: We don't know what we 
don’t know” he said "I can only re- 
port that wc have no evidence of ac- 
tual harm 

'Please do not misunderstand; I 
do not necessarily take comfort 
from that finding," he said, 

Mr. Klickingcr was not available 
yesrerday for further comment, 

Rep, Robert Wise Jr., chairman of 
the House Government Operations 
subcommittee on government infor- 
mation, has been critical of the Jus- 
tice Department's handling of sensi - 
tive data since disclosures lost year 
that it sold surplus computers con- 
taming sealed grand jury indict- 
ments and pending FBI investiga- 
tions to a Lexington, Ky,, man. 

! 'We are spending billions of dol- 
lars each year to investigate and 
prosecute cases," said the West Vir- 
ginia Democrat. "It is money wasted 
if prosecutions are compromised 
because of security deficiencies 
and irresponsible if peoples live: 
are endangered," 



Rep, Robert Wise Jr.Jias been 
critical of the Justice Department's 
handling of sensitive data. 


f J -y Jerry Seper 
and J Jenninrjs Moss 

fME WSMMQTOH riMes 


The Justice Department may 
hove compromised dozens of secret 
investigations — even placing sonic 
government witnesses and federal 
agents in jeopardy — by selling sur- 
plus computers without first erasing 
sensitive information from the 
memory banks 

The error may have put some in- 
formants, witnesses and undercover 
agents in "life-and-dealh" situations, 
atcoidmg to a Genera! Accounting 
Office report 


"Our investigation leads to the un- 
mistakable conclusion that at pre- 
sent, one simply cannot trust that 
sensitive data will be safely secured 
at the Department of Justice" said 
Howard G. Rhile, director of the 
GAO’s general government informa- 
tion systems division 

The Justice Department said it is 
investigating possible security 
breaches but has uncovered no evi- 
dence so Tar that confidential infor- 
mation has been compromised 
In a report Thursday to a House 
Government Operations subcom- 
mittee, Mr. Rhile said GAO found 
"patterns of neglect and inattention 


nationwide" that may have contrib- 
uted to unauthorized disclosures, 

"How this could tiappen and how 
adequately Justice has responded is 
an important story, one with lifc-and- 
dcath ramifications for individuals 
whose identities may have been 
compromised by the exposure of 
this sensitive information,” said Mr, 
Rhile. 

Law enforcement authorities yes- 
terday said the compromised data 
could include the names of govern- 
ment informants, federally pro- 
tected witnesses and undercover 
agents, grand jury proceedings, 
seated indictments, confidential FBI 


investigations and personal data 
about Justice Department employ- 
ees. 

The situation is the result of a 
computer modernization program at 
the Justice Department in which old 
computer systems have been sold as 
surplus, some for as little as S45. 

The department’s new system will 
tie together 1,300 separate offices 
nationwide and 85,000 employees. 

Assistant Attorney General Har- 
ry H. Flickinger, who heads the de- 
partment’s justice management di- 
vision, told the subcommittee there 

see DATA, page AH 


The Kentucky incident involved 
Charles Hayes, who bought the 
equipment from the Justice Depart- 
ment in July 1990 for $45, The de- 
partment, in a Jawsuit demanding its 
return, said n technician had failed 
to erase the memory hank of a com- 
puter from the US. Attorneys Office 
in Lexington, 


According to the lawsuit, the coin 
putcr’s memory and backup systems 
contained tapes with information 
about Fill informants, federally pro- 
tected witnesses, sealed indictments 
and data about employees in the US 
Attorney’s office in Lexington. 

The department said in the suit 
that if the information became pub- 
lic, the files could “ruin criminal in- 
vestigations and cause great harm 
and irreparable injury" to the work 
of federal prosecutors. 

Mr Hayes, who intended to resell 
the equipment, later returned it. 


I lowever, the Justice Department is 
not sure whether any information 
was improperly released. 

Mr Rhile said GAO investigators 
found tlic Kentucky case was not an 
isolated Incident. He said that as re- 
cently as last month another U,S, At- 
torney’s Office — which tie did not 
identify — warned federal and local 
law enforcement authorities that 
"again sensitive data that could po- 
tentially identify agents and wit- 
nesses" may have been lost. 

"The problems brought to light by 
the Kentucky incident and our inves- 
tigation are systemic, " he said 
" 1‘hey require dedicated depart- 
mentwide focused attention to bring 
about the changes that must be 
made without delay.'* 

Based on what it called the "se- 
riousness of this situation and the 
possibility of loss of life," the GAO 
recommended that the Justice De- 
partment track down all computer 
equipment sold as surplus to deter- 
mine if any contained sensitive in- 
formation. It also proposed that ev- 
ery branch of Justice that may have 
compromised information prepare a 
damage assessment. 

Mr Rhile described the GAO find 
ings as "appalling’' and told the sub- 
committee that their "highly sensi 
live nature" required that the 


discussed in a closed session, He re- 
leased only a "public version" of the 
GAO study 

"We arc concerned that public 
discussion or some of the details of 
our inquiry may go too far toward 
disclosing security vulnerabilities 
and make it easier for individuals to 
compromise information that the de- 
partment has an obligation to safe 
guard," he said, 

Robert Gellman, chief counsel to 
the subcommittee, said yesterday 
that no closed-door session had been 
scheduled yet, but l lie GAO's com- 
plete report had been turned over to 
the Justice Department. 

“The full report was a much more 
extensive version with lots of details 
to back up their concerns," he said, 

It couid fairly and accurately be 
described as quite condemning ” 

Mr, Gellman said concerns by the 
GAO that sensitive information may 
have been released "reflected simi- 
lar concerns by committee mem- 
bers" 

Rep, Al McCandlcss, ranking Re- 
publican on the subcommittee, said 
yesterday he was disappointed the 
Justice Department allowed the se- 
curity breach to occur but was con- 
fident officials were correcting it. 


"Here the integrity of the law cn- 1 
forcemeat department of our execu- 
tive branch and our entire govern- 
mental system lacks some of the 
basics in confidentiality of some 
very sensitive material," said the 
California Republican, 

In a statement to the subcommit- 
tee, Mr. Flickinger said security spe- 
cialists have been sent to Justice De- 
partment agencies throughout the 
country to conduct "on-site security 
awareness training" and to initiate 
surveys to determine if there are 
problems in individual ofTiccs. 

He added that while the agency 
docs have "adequate policies in 
place" for computer security, he was 
not satisfied that compliance was 
adequate. He said manpower re- 
straints have been a major reason. 

" here is work to be done; but 
certainly with the benefit of the 
GAO audit findings and additional 
dedicated resources, we will con- 
tinue to make good progress in tight- 
ening the program," he said. 

“The department takes its com- 
puter security responsibility very 
seriously," he said. 
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A Scandal Struggles to Be Born 


A case that involves as much 

stonewalling as Watergate and as 
I much intrigue as Iran-contra is a 
nasty fight between the Department of 
Justice and a family-owned company called 
Inslaw over custody of computer software. 
It is going into its eighth year and its fifth 
judge. Three judges recused themselves. 
Chief Judge Aubrey E. Robinson Jr. of the 
U.S. District Court has just taken the 
case, but so grudgingly that you wonder if 
justice, or even resolution, can be hoped 
for. 

Robinson has been involved before m 
the long struggle. In June 1988, he 
ordered a halt to all discovery, or 
factfinding, in the matter while a Justice 
Department appeal was pending. Then last 
November, he gave voice to the universal 
aversion on the part of judges to find out if 
William and Nancy Hamilton, the principal 
owners of Inslaw, are a pair of paranoids 
masquerading as a wholesome, friendly 
midwestern couple or victims of 
government gangsterism. Justice first 
refused to pay them for their software and 
then tried to drive out of business. 

His Honor once said in assigning the 
case to a Baltimore bankruptcy judge that 
i'udge [James F.] Schneider probably 
doesn’t want it any more than anybody 
else wants it.” He said of his attempt to 
give the matter to the Alexandria courts: 
“They wouldn’t touch it with a 10-foot 
pole.” 

After mulling it over for 2 x /i years, 
Schneider recused himself, citing 
"potential conflicts relating to decisions 
yet to be rendered.” 

Why judges are so leery about taking 
the case is not clear. It is a scandal that 
will not die and one that is, after eight 
years, struggling to be born. Present 
occupants of the bench apparently do not 
wish to follow in the footsteps of Judge 
John J. Sirica, the boat-rocker who lifted 
Watergate from “third-rate burglary” 
status to political earthquake. 

Inslaw has some volatile ingredients. A 
present and former member of the 
National Security Council have been 
named as parties. It has big names: Elliot 
Richardson, Watergate’s most 
distinguished alumnus, represents Inslaw. 
It has big money: The Hamiltons say 
justice owes them $6 million for the 
software and $9 million in legal fees. It has 
world-wide ripples: the Hamiltons say 
cronies of former attorney general Edwin 
Meese IU pirated their product and sold it 
to the Canadian Mounties and the 
intelligence services of Israel, Korea, Iran 
and Chile. 


Attorney General Dick Thornburgh, 
who inherited the mess from Meese, is 
showing himself as stalwart a stonewaller 
as his predecessor. 1 le has refused to turn 
over 200 documents to Rep. Jack Brooks 
(D-Tex.), chairman of the House Judiciary 
Committee, who last December held a 
public hearing on Inslaw in the hope that 
Congress could do what the courts 
couldn't — decide if this was a contract 
dispute out of control or a world-class case 
of government malice and malfeasance. 

In a letter to Brooks, who is formidable 
on matters of individual rights, 

Thornburgh wrote of the Hamiltons as 
people who “found it profitable to spin 
multiple conspiracy theories to whomever 
will listen." 

Two judges, nonetheless, have decided 
in their favor. Judge George F rancis Bason 
Jr, of U.S. Bankruptcy Court charged that 
the justice Department had stolen 
Hamilton's software and tried to sink his 
company. 

His testimony was uncommon!} 
forthright. He called one Justice witness 
“demonstrably unbelievable." He cited 
“trickery, deceit and fraud," 

Judge Bason was not reappointed when 
his term was up. He was, however, upheld 
by District Court Judge William B, Bryant 
''he Hamiltons have latelv come into an 

v 

affidavit of dynamite potential. It i* from 
an adventurer-entrepreneur named 
Michael J. Riconosciuto, a scientific genius 
who at age 10 strung up an alternative 
telephone service in his Spokane 
neighborhood. He is “no choirboy”—- he 
was convicted 20 years ago of drug 
manufacture. He claims that in February 
he had a telephone conversation with a 
Justice Department official who warned 
him against cooperating with the Judiciary 
Committee. The official threatened him 
with criminal prosecution in a savings and 
loan case it he did and promised him a 
favorable outcome in his wife's child 
custody case if he didn’t. 

Riconosciuto would make a colorful 
witness. He was engaged in manufacturing 
munitions for the contras on an Indian 
reservation. He used Inslaw's software* 
which he said he got from Fad W, Brian, a 
member of Ronald Reagan’s cabinet when 
he was governor of California and an 
intimate of Meese. Brian denies 
Rieonosciuto's claim. 

But Riconosciuto says he has^tanc of 
his talk with the Justice official, u so, the 
Inslaw case may at last get the attention it 

deserves. 




By Gary Lee 

Washington Post Staff Writer 


\$ A key witness in the eight-year- 
old JegaJ battle between the Justice 
Department and the Inslaw comput- 
er software company has been ar- 
rested and is being held without bail 
in a rural Washington state jail. 

Michael Riconosciuto, a potential 
witness on behalf of principal fnslaw 
owners William and Nancy Hamil- 
ton, was arrested Jate Friday near 
Tacoma by a local district attorney. 
Riconosciuto, 42, is being held with- 
out bail at the Snohomish County 
jail in Everett, Wash,, an official 
there said m a telephone interview 
yesterday. The official said that the 

ar reiit record did not indicate what 


charges had been brought against 
Riconosciuto, 

Riconosciuto, reached yesterday 
by telephone at the jail, said he 
thought the charge was for "deliv- 
ery of controlled substances," but 
said he was unsure. He said he 
could not remember if a charge was 
made at the time of the arrest but 
overheard an officer stating it later. 
Riconosciuto was convicted on a 
drug-related charge in 1 972. 

He said he was arrested with two 
local men who had just sold him 
computer equipment for $1,000. 
The two were "known drug users/’ 
Riconosciuto said. 

Tve been set up/' he said. 'I've 
been had/’ 

The legal hat Mi* Riconosciuto was 


involved in, which has been shuffled 
among courts since 1983, involves 
Promis software, developed by In- 
slaw, a Washington, D.C. -based 
company. The software was de- 
signed to be used by law enforce- 
ment officials to track cases and 
criminals. 

The Hamiltons charge that the 
software was stolen by the Justice 
Department in the course of a con- 
tract dispute and has been subse- 
quently distributed to intelligence 
and military agencies in, among oth- 
er countries, Iraq, Libya, South Ko- 
rea, Israel and Canada. 

Last month Riconosciuto, a com- 
puter software technician, filed an 
affidavit in the case, saying that pri- 
vate interests hired him in 1983 
; i nd 1 984 to mot lify the s< rftwa re for 


use by law enforcement and intel- 
ligence agencies worldwide. 

In the affidavit, Riconosciuto said 
that he was called in February by a 
former Justice Department official 
and warned against cooperating 
with an investigation into the case 
by the House Judiciary Committee. 

In the affidavit, Riconosciuto said 
the former official, Peter Yidenieks, 
told him that if he talked to inves- 
tigators he would be implicated in 
one unrelated criminal case and 
would lose another ongoing child 
custody case. 

Riconosciuto said he had three 
separate tape recordings of the tele- 
phone conversation with Videnieks, 
two of which were confiscated during 
his Friday night, arrest. 




stolen 


h:v out of ousinesfi po high-ranking 

friends of then-president Ronald 
Reagan could gain control of the 
program and market iL There is also 
fc su^esllon sales of the pirated ?p|V 


By NEAL HALL 
Sun Crime Reporter 
The. Canadian government proba- 
cy innocently acquired “$folen ,, 
computer toflware allegedly being 

domestl/spy igMw^yf lh C # w linked to supporting 

vor for a i* ? n^ir t(,h j , favv tn£ Contras in Nicaragua durln? 

the soa4« ■ fl ^ that deve!o » c<I administration 0 S 

■ “We th’inVfho pcnkJ 1 * One' affidavit filed in support of 

me nlVot It Inn oc »n mfi? r £ ve i’ n ’ Jnshw ’ s case sa >' 5 Earl Brian, a 

ln >3 '"tervjew from erai'EdwIn Maes*, and Robert 

They got ’-McFarlane, a former national 

security adviser to Reagan, pro- 
vided copies of PRC 'MIS to Israeli 
mill lary-in lei licence officials* 
Iranian arms dealer Richard 
Babyan alleges Brian sold the soft- 
ware to agents in Irac, through a bro- 
ker in Santiago, Chib. 

Brian owns a holding company, 
Info technology, that las interests in 
the Financial News Network, 
United Press International and 
Hadron Inc, of F&lrfix, Va. Hadron 


tware row 


Washington, D.C. 
duped.*' 

•• He said his clients, William and 
Nancy Hamilton, owners of Wash- 
Jnglon-based Inslaw Inc., which 
developed the PRQMIS software, 
went payment for any unauthorized 
use by Canadian agencies. Inslaw 
also wants to find out who gave or 
r sold PROMIS to Canadian officials. 

. US., court documents’ obtained by 
The Vancouver Sun show a Canad- 
ian 'communications department 
.official admitted list year to -an Ins* 


Wackcnhut Corp. of Florida and the 

Cabaaon Indian band of Indio 
Calif. 1 f i • . . ; . . ; * 

Rlconcjciuto state* that 'in 1983 
and IWM he mod I Anri, the PROMIS 
software iupplied to him bv Brian, 
specifically for the RCHPand CSIS, 
and Brian then sold this version. ■ 
Brian and McFarlans have bqf 
denied thfe allegation* msdafrt.th 
affidavits, 

A federal bankruptcy judge, 

George Bason,' oonejud^c in'tSfe 

that JnslaV* proprietary' software 
was stolen by U.S. jujUcs depart- 
ment officials with Vlrfcksry, franc 
and deceit.’* - 
The department appealed; but. 
Bason’s findings were upheld in' 
1989 by Judge William BryahWftb* 
U.S. district court in Washington, 
j)C, “ 

The cash Is being appealed by the • 

cart of an 


iy „ 

Jaw employee that the RCMP was year after Inslaw wad awarded a $10 
PROMIS, although lln si a vy 


.using 

■■-never authorized its Canadian jsale. 
v* Jonathan Fried, a Canadian 
embassy. -official In Washington, 
D.C., later id In a letter to Patricia 
/Hamilton 

Owners w 

that 


Inc, tried to buy out Inslaw about a 

fad aw 



million US contract :n 1982 to pro 
vide the software to 
several complex cou 



Nancy Hamilton skid Ln an inter- 
view with’ The Sun this week the 
PROMIS software may have been 


keep track of PROMIS Mftww* . may m« j»en 
miex coirt cases for the adapted and distributed in Canada 
U.& ) fistice’ department The justice under a (Wtewat jwg- .5 Vj | . 
department rtoppcdjpsying Inslaw 

?dout by a il5*roil!inn loan, 
to farther develop the soft*' 

vVs di'reetorof 


Ho, vv**t(3Wi^u aiiiuctr kw on vi 

Ofiyelopment Agency and th e . KJconoscinlo says he i tt -- flnn 

department of public works had only- research for a Joint Venture by the 
considered purchasing software • 
named “Promls,” . ■ * 

r JFried said PROMIS was not being 
used by theRCM?-,: 

•-•'AifidaviU filed Saturday in U-S, 
bankruptcy court In Washington 
allege tho software was modified for 
the RCMF and the Canadian 

Security intelligence Service. * 

■ Other affidavits allege It was also 
'illegally distributed to military and 
Intelligence'ftgencidsJn Libya, 

Korea, Iraq and Israel ; • ‘ 

Vancouver RCMP spokesman Set, 

Peter Montague repeated Wednes- 
day a denial that the force Is using 
PROWS. He said he has checked 
several times with RCMP computer 
specialists and no one knows of 

PBOMIS bping u»?f - r-' 

' 'software 'systems, are. purchased 

OiroufeWSiitoly and Services ^ay; 





outlets. 


•puter re . 

,CSlsjpoM»man>yI3oisyen 

* ^Lld^Uh e r « n fi r m nor d e f 

Joroput^ac^rB’^mployed by a 

'ffilelhlelligence soryise." • 
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be of hot-software charge urged 

o o 


PETER (XHBIL in OztM 
and KEAL gALL I a Ymcmcr 

Motor General Pierre Carhctu 
shxKdd go before a p^fejiT-ntary 
committee to charges the 

RCMP and CSIS are axing stolen 
ecKpcter software, opposition HFs 
said Thursday. 

The PROMIS software was alleg- 
edly pirated by US. justice depart- 
ment officials and so!d by associates 
of firmer president Ranald Reagan 
to government agencies in Canada, 
Libya, Iraq and Israel, accordragtq 
affidavits fOed m ILS. bankruptcy 



Spokesmen for the RCMP and 
Canadian Security Inteftigeccc Ser- 
vice have denied they're using the 
software, which is designed for 
enforcement agencies to track cases 
and criminals. 

But some MPs said Thursday 
tiicyYe not satisfied with the deni- 
als. 

,% l find the allegations dis- 
tressing,” said John Brcwin (NDP- 
Vidoriai 



Victoria MP wants Cadieux grilled 




nal judiciary committee is ais* 



is 



Brewinyr lQ rec eest that Cadieux , 
minister responsible for the Mount- 
tes and CSIS, appear before the jus- 
tice and sobci tor-gener al coramit- 



There are many questions for the 
minister, Brewin said. 

"Did CSIS and the RCMP use 
PRO UIS software or inrxiiifcaliofts 
of it? If so, what were the circum- 
stances of the acquisition? Was the 
software stolen, and if so, was the 
Canadian government aware of it? 1 * 
Liberal John NunziaU (York 
SoMlh-Westoo) said Cadieux is 
already slated to appear before the 
committee this month. 

~Jfs one of the issues I will pur- 
sue,” said Nxumata, his party's solic- 
itor-general critic. “My concern is 
whether the Canadian government 

or the officials within CSIS and the 
RCMP knew about the background 
to this software.” 


Cadieux spokes maw tt&ryie 
Poena t refused to comment Thurs- 
day, saying the external affair* 
department is itealingwith the mat- 
ter. 

An external affairs spokesman 
couldaT be reached for coonooiL 

The allegations about Canada 
using the software is the latest chap- 
ter in a messy legal baltie ia the UJs, 
involving the justice department 
-and Inaisw Inc, a unall Washington, 
D.C.-bascd firm that designed the 
PROMIS software. 

A federal bankruptcy Judge, 
George Bason, concluded h\ 19B8 
that 3ft$Iaw*s proprietary software 
was stolen by U.S. justice depart- 
ment officials using "iri<fery v fraud 
and deceit" 

Bason's findings were upheld in 
1989 by Judge Wi t ham B yant of the 
U.S. district court in Washington. 

The case Is being appealed by the 








* ti 



U.S. doouMois obtained by 

The Vancouver Suftshow a Canad- 
ian cowminieaticrn* department 



to in Iasiaw employee that PROMIS 
was being used by (be RCMP “Vo 
support 900 locations in Canada 7 * 
even tbough In slaw kid never 
authorised & 

PROMIS. 


Canadian sale of 


Itslaw o ffidals allege U 5. govern- 
ment officials cocspSred to put Ins- 
law out of business fio high- ran fckp 
friends o? Ite^an ctmkl wastrel tie 
software program and market it 
profitably, 

T vexe is *feo a suggest km sales of 
the pirated so* ware m^y be linked 
o supporting the Contras in Nkanra 
gua daring the Reagan administra- 
tion. 
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McFarlane named in 

security software case 


By Alan Friedman and Eric Reguly in Washington 


A BIZARRE series o 
allegations - including claims 
of misconduct by Mr Robert 
McFarlane, the former national 
security adviser to President 
Ronald Reagan - have sur- 
faced as a result of a seemingly 
obscure legal action involving 
the US Department of Justice 
and a small Washington com- 
puter software company called 
Inslaw, 

Among allegations contained 
in court affadavits filed in 
recent weeks in support of 
Inslaw is the charge Israeli 
intelligence forces are using an 
Inslaw computer software sys- 
tem illegally provided by Mr 
McFarlane. 

The affidavits also claim 
Inslaw’s case-tracking Promis 
software was stolen by the US 
Department of Justice and 
found its way to the govern- 
ments of Israel, Canada and 
Iraq. Hie software allows users 
to keep track of information on 
criminal cases and individuals 
and is designed for use by 
police and intelligence agencies. 

The case of Inslaw, which 
won a court victory against the 
Justice Department in 1987 
appears at first giance to be an 
obscure lawsuit by a small busi- 

ness llj was forced into bank- 
niptcy as a result of the loss of 
if s P rnpi i etary software. 

But several members of the 
Washington establishment and 

rnavKf T*3? su £g est Inslaw 
hire t £ e ttp of 311 ice- 

Uons fnf implica- 
te P0Ucy 


A lawyer representing Inslaw 
is Mr Elliot Richardson, a for- 
mer US attorney general. Yes- 
terday, he told the FT: “Evi- 
dence of the widespread 
ramifications of the Inslaw case 
comes from many sources and 
keeps accumulating.” 

Mr R chardson said last night 
that “it remains inexplicable 
why the Justice Department 
consistently refuses to pursue 
this evidence and resists 
co-operation with the Judiciary 
Commitee of the House of Rep- 
resentatives.” 

The Inslaw case began in 
1982 when the company won a 


Israeli intelligence is 
alleged to be using 
illegally supplied 
computer software 


$10m contract to install its soft- 
ware at the Department of Jus- 
tice. In 1983 the department 
stopped paying in slaw and the 
firm eventually went into bank- 
ruptcy proceedings. 

Inslaw sued the Justice 
Department in 1986 and the 

trial took p ace a year Later 
when a federal bankruptcy 
coim nded in Inslaw’s favour 
The ruling said that the Justice 

“ to , ok - 'verted! 

Proms software through 

fh™* ery ' fraud and deceit” and 

SKSffii*- 

That ruling, which 


little publicity at the time, was 
upheld by the US District Court 
in Washington in 1989, but the 
Justice Department lodged an 
appeal last year in an attempt 
to overturn the judgment that 
it ihust pay Inslaw $6.1m in 
damages and $1.2m in legal 
fees. 

The affadavits relate to an 
imminent move by Mr Richard- 
son on behalf of Inslaw to 
obtain subpoena power in order 
to demand copies of the Promis 
software that the company 
alleges are now being used by 
the Central Intelligence Agency 
and other US intelligence ser- 
vices. 

In response, Mr McFarlane 
has stated that he is “very puz- 
zled” by the allegations that he 
passed any of the software to 
Israel. He has termed the 
claims “absolutely false”. 

In addition to alleging that 
the stolen software was used by 
US intelligence, Inslaw's new 
affadavits also state that the 
same software has been sold 
illegally to the Royal Canadian 
Mounted Police and the Cana- 
dian Security Intelligence Ser- 
vice. This could not be con- 
firmed or denied yester da y. 

In the affadavit relating to 
Mr McFarlane, Mr Ari Ben-Men- 
ashe, said to be a former Israeli 
intelligence officer, claims that 
Mr Met arlane had a “special” 
relationship with Israeli intelli- 
gence Mr Ben-Menashe alleges 
yj® * n A 1982 meeting in Tel 
Aviv he was told that Israeli 
intelligence received the soft- 
ware from Mr McFarlane. 
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Elliot Richardson and the Judge 


T he last time anyone in the U.S. 
government tried to get rid of 
Elliot Richardson, the effort was 
entirely successful and dreadfully 
expensive — eventually it cost Richard 
Nixon the White House. 

That, of course, was on Oct. 20, 
1973, when then-President Nixon 
ordered the then-attorney general to 
fire Watergate special prosecutor 
Archibald Cox. Richardson's code did 
not permit him to bounce a friend, 
mentor and fellow Bostonian who had 
done nothing wrong beyond trying to 
find out what Nixon was up to in the 
White House. He resigned, and the rest 
is history. 

Now the Justice Department of Dick 
Thornburgh is trying to fire Richardson 
from the messy Inslaw case. It is easy 
to see why. The mere name of the 
former secretary of just-about- 
every thing rings bells, attracts press, 
invites suspicion that the department 
did something wrong in its dealings 
with the firm from which it bought 
software that has turned up all over the 
world— sold, say the owners, by cronies 
of Edwin Meese III, 

The case has dragged on for years. 
One witness has recanted, another is in 
a Washington state jail, a third, in 
Canada, seems to have disappeared, at 
least from government, where he 
worked. Justice refuses to give 
documents to William and Nancy 
Hamilton, the husband and wife who are 
principal owners of Inslaw, or to House 
Judiciary Committee Chairman Jack 
Brooks (D-Tex.), who is looking into the 
matter. Three judges have recused 
themselves from the case. A 
bankruptcy court judge named George 
Bason Jr. who found in the Hamiltons’ 

'™ r 7 h . e J accu ^ d J^tice of "trickery, 
fraud and deceit m stealing the 

sottware-was not reappointed. 

andp'h 0 ? led S rat Richardson’s firm 

< 'id Richardson himself were 

disqualified, because his firm was an 

fc "editor and Richardson had 
oeen a witness before him 

,his , fact ■ => 

whf ° f the U ,- S - NsWct Cou rt here! f 

bypath Xhe e iase— X P HaS 8 T* 3 

ulS^'P ^^cheeks UP ’ h ' S 
slowlTfo the^ieSl. rn ars ’ and Wa,ked 


“May I address the court?" he asked. 
Robinson, who has expressed his 
intense aversion to the case, said 
testily, “I had not expected you to.’’ 
Richardson was soothing. "We know 
it is unusual, but the circumstances are - 
unusual. What I seek to do is to focus on 
some of the mists surrounding the 
information.” 

Much of what his honor said was 
inaudible. Like most federal judges, he 
leans away from the microphone, but 
his body English, and the tone of his 
voice, conveyed his intense 
exasperation with having gotten stuck J j 
with the case that one witness, who has 1 
since taken it back, said was “another 
Watergate.” Robinson has no desire to 
be another John J. Sirica, the 
night-school law graduate district judge 
who cracked Watergate. 

“I am not prepared to charge the 
government with obstruction of justice, 1 
Richardson said suavely — and went on' 
to allege the Justice Department’s use 
of “every conceivable means to prevent 
the facts from coming out.” 

“I don’t understand how this is helpfuh 
at all," Robinson said brusquely. “I am 
not going back to ’83, ’84, ’85.” 

Richardson, undeterred, pressed on. 

He spoke of an internal Justice 
Department investigation, which called 
only one of the 30 witnesses that the 
Hamiltons say could bolster their claim 
that Justice stole their software 
The judge stirred and frowned. 

Richardson, knowing that Robinson 
hardly wanted to sit him down as he 
migTit have another lawyer, spoke of an, 
affidavit by Ron LeGrand, who in I ite 
April 1988 told him and Charles Work 
he coimel of record for the Hamiltons 
fha the case was “a lot dirtier than 
Watergate m breadth and de D th”— anrt 
recanted it 18 months later 

«™n nS £ n mterru P ted and railed 
steaddy. But something Richardson said 

hi h . 8° tten t0 bim. Maybe when 

o Xt'nmi h f e ,“ higheSt ^ responsibdity" 

° LfZ - r ! ^lawyers, of the “strict 

held ” r ^ ° W ” cd government must bfr 
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»ywhX r,e R d rh R T; nSOn did »’t ever 

V'ven his exasperation with the call h „ 
doubtless hopes he doesn’t see the * 

agatasooT f ° f C h° Veri,p in his “urt 
Ltun soon — or hear him. 
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By Eric Reguiy in Washington 

* V * - - ** 

INSLAW, a -Washington-based 
software company, has been 
granted 30 days in which to 
follow up its claims that the „ 
US Justice Department broke 
an injunction preventing it 
from distributing ‘ Inslaw’s 
equipment. * .* • . * . :i : , ■'< ■ 

r, A federal bankruptcy * court • 
judge yesterday granted lim-’ * 
ited powers to Inslaw to ‘ sub- 
poena witnesses as part of an 
effort to speed up the slow-*, f . 
moving * investigation , into . 
Inslaw’s ^claims that the 


in criminal cases.. * .. 

. Inslaw will use t its ; new t 
authority to * "/determine 
whether proprietary ^versions ; 
of Promis are used in agencies * 
such as the FBI.- Inslaw, wants* 
to learn whether ; the Justice 
Department broke .court* 
injunction preventing it r from’ 
distributing the ,, software \to 

new users. - * 

The Inslaw case is attracting 
attention in Washington. There 
are suggestions the case^may 
be the tip of an * iceberg * that 


Department pirated the com- ' 1 could have implications for lJS 
pany’s equipment - ■ '.* . < policy in the Middle East. * ~ ; 

Inslaw has been fighting an 


pany’s equipment 
The Judge’s approval for 
these discovery powers is con- 

company’s 


eight-year battle over , custody , 
of Promis. ‘The .'case* is associ- 


ers and lawyers' to be a major 1 ated with lists of weapons deal 
victory for Inslaw. The private ers, government security advis 


has been 
covery authority since 1988. ■ * 
1 Inslaw and its lawyer* ,Mr 
Elliot Richardson,* former US 
Attorney-General, claim that 
the software was pirated by the 
Justice Department in the 
early 1980s ; and later sold by 
associates of then-President 
Ronald Reagan to the govern* 


ers and intelligence agents. 

t began in 1982 when a com- 
pany accepted a $10m contract* 
to install Promis at the Justice * 
Department. • The " department - 
stopped paying its bills a year ‘ 
ater; this is alleged to* have' 
forced Inslaw into bankruptcy., 
Inslaw sued the 'department 


u* UJC gyvein- ,*ana won its case in 1988 Thp 
meins oi israei, Iraq, Libya and , .ruling was upheld ln'-UB ” “ 

days to question agencies of - ■ - yers have 

P e P art ®ent of - Justice, . 

Zoo !? a PP ea lhig against a 
1988 ruling that it “stole" the 

software. The software, known 

as Promis, ’is used by intelli- 

gence and law enforcement * 

agencies .to track information . 


Canadian 
inent of stonewalling on the 

Inslaw case by denying it uses 
Inslaw software. The Canadian 
government has denied it is 
using Promis software, but 

admits It in a v hnvo 
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E xactly ay far a*io this wwk. we pub- 
lished an editorial pr. Vttorney Gener- 

HH ®1 Dick Thornburgh fo: his derision to 
cooperate with the House Judiciary Committee’s 
investigation , ia-.i.m ise "After ars 
of stonewalling,” the editorial said. “the Justice 
Department has finally taken a conciliatory step 

toward getting to the bottom of a nasty contract 
dispute.” 

Vie wrote too soc Hie department continued to 

resist the committee’s n\|uest for some doeuments, 

and the investigation has tvea hamstmng while 
lawyers argued oyer what should tv shared and 
what should remain secret. This week agreement 
was finally achieved- oi so my think and after 
sytv« y«9rs of stonewalling the deivutment has 

pledged trill cooperation. 

InsLaw is a small computer software company with 

" »' diis cuv. The oimpiuv signal a 

„ , , , t,H ' t^k'uil govemnk'nt m 1982 to 

2Jm ; !, <M ! ’ S • ut " n)i ' v s with software it 
ormniie int ^ Y , tr,h ?' P^W'ss ot cast's and 

* nt IX >«'• matters went downhill tram 
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there. Inslaw won an important victory in bankruptcy 
court, where a judge found that the department ‘took, 
converted and stole" the company’s property “by 
trickery, fraud and deceit.” He said the goverrunent’s 
conduct demonstrated “bad faith, vexatiousness, wan- 
tonness and oppressiveness,” and while that language 
may seem strong, U.S. District Court Judge William 
Bryant agreed completely. In 1989 he ordered the 
government to pay Inslaw $8 million plus attorney’s 
tees. That decision has been appealed. 

Meanwhile, committees in both houses of Congress 
took a look at the case. More is at stake than money 
for what Inslaw ekirges. in a nutshell, is that some 

■ Meese J ustice Department and their 
fowds deliberately drove the company out of business 

stole the software and have been making a fortune 

seUmg ft here and abroad. The probe on the Senate . 

sate was mcondusive because the department refrised 

tocomply with requests for documents. The House 

Judiciary Committee has been more insistent andnowl 

Qm«™r ack Brooks’ (D-Tex.) persistence Z Z 

some material sensitive to tire 
m couhdenee This ™ i ttMted 

e taken no , k anwiient should not 

6 near ly so _ long. ^ The breaktlirough is 

it ts tor i ea 1 this time. 
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Political Break in Inslaw Case 


A ttornev Genera! Dick Thornburgh 
has made his peace with jack 
Brooks, the formidable Texas 
Democrat who heads the House 
judiciary Committee. Last Friday, an 
accord was announced that will allow 
Brooks to see Justice Department 
documents that have been withheld for 
years in the smelly Inslaw case, the 
eight-year-old dispute over the 
department's handling of computer 
software- Washington immediately leapt 
to the conclusion that Thornburgh, the 
former governor of Pennsylvania is 
running for the Senate, to fill the seat 
left vacant by the death of John Heinz, 
Thornburgh fed speculation by 
declaring he was “considering it" (the 
race). His aides insist that his decision 
to give way on the question of the 
Inslaw documents was taken months 
ago, long before he had any ideas about 
the Senate Still, the timing, the 
clearing of the decks, seems like the act 
of a man who is trying to tie up a few 
loose ends before taking the plunge. 

Is the White House happy to be 
losing a Cabinet officer? Not so you 
would notice it President Bush already 
has chosen a successor, according to 
political Californians. Their erstwhile 
governor George Deukmejian, bored to 
death in private law practice, is dying to 
take Thorn brugh’s job, and is being 
encouraged to think he will — thereby, 
theoretically, pleasing the most 
populous state in time for 1992. 

Thornburgh’s relations with the 
White House have improved steadily 
after a bumpy start His choice of Bob 
F ;s«e of the American Bar Association 
as his deputy, caused much bristling 

among the conservatives— Fiske had 
committed the unpardonable offense of 
mg to deliver a unanimous ABA 
committee vote for the Supreme Court 
nomination of Robert H, Bork. 
Thornburgh withdrew Fiske 
S: ice those days, Thornburgh has 
emonitrated a hard-nosed concern for 
” ^ House interests in the touchy 
Mofthelran-contra tnals, fighting to 
wear embarrassing documents, 
witnesses and even defendants. 

M! the matter of Inslaw. White House 
a* known. The messy case 
■^computer software developed 
-V a family firm, which claims it was 

01 

Edwm Meese HI and sold 

5"** ,he <wkM; it is dragging through 

with DickensJsiowne™ 

wknesses’^l^bj^? ’"a recantln 8 

S 2 ST“ ***** for the 

J n » IW9 letter to Brooks 

I taraburgh wrote of Nanni -mri u n 
M«niton— h<- ,* ,h t .. lr any an< * Bill 
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software, she is the vice president of 
the bankrupt firm — that “they spin 
these tales of conspiracy theories and 
proffer them to whoever will listen. 

But some people have listened. In 
Canada, for instance, where the 
disputed software is being used by the 
Roval Canadian Mounted Police, Inslaw 
is big news. The most inconvenient 
aspect of the case has been the 
retention by the Hamiltons of former 
attorney general Elliot Richardson, 
whose presence guarantees a certain 
dignity and news media attention to the 
proceedings. 

A man who is running for the Senate 
would certainly not want quotes from 
Richardson being used by his opponent. 
T he last time Richardson went to court 
in the case, he said, in a manner 
calculated to make a candidate's flesh 
crawl, “I am not prepared to charge the 
government with obstruction of 
justice" — which meant, of course, that 
he is prepared to do so. From him, such 
a charge could be damaging. Inslaw 
seems on the surface to be a 
particularly nasty contract dispute, but 
its tentacles reach into alarming places 
like the Iran-contra scandal and the 
allegedly delayed return in 198! of 
Americans held hostage in Iran. 

The question is whether Thornburgh 
understood the implications of Inslaw 
and so behaved as he did for several 
years, or whether he never really 
grasped them and ignored the case out 

of a reluctance to take hold of a slimy 

mess. 

Thornburgh’s press secretary, Dan 
Eramian, says his boss has not decided 
about running for the Senate. 
Pennsylvania Republicans pray he will 

He would be invincible, they think. 

After two statewide campaigns for 
governor, he has total name 

-frf gn H^ m Anyone skeptical about his 
strength has merely to look at the 

aosence of Democrats eager to fight 

tor— or even accept-the six-month 

vacancy that Democratic Gov. Robert 

h ^ f aSey m [J st No one thinks the 
brief incumbency would offer any 

advantage against Thornburgh. 

Harris Wofford, a distinguished 

PeaTcorn Frontier and the 

reace Corps, is being pushed for 

consideration. He was Casev’s 
< W 8 " manager ' He 15 known for his 

ipSSFS 

stonewalling and other practiced that 
have characterized the justice 

PdhIl’T ,t 8 handll "K of Inslaw. 

of Th . t ls a . y°n d «ful thing. Because 
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Appeals court reverses Inslaw ruling 


By Jerry Seper 

THE WASHINGTON TIMES 


A US. Bankruptcy Court iudge erred 
when he ruled that Justice Department 
officials “stole” a software program 
from a Washington computer company, a 
federal appeals court said yesterday. 

The US. Court of Appeals here re- 
versed a January 1988 ruling, saying 
Bankruptcy Judge George Bason Jr. 
lacked jurisdiction to rule in a long- 
standing contract dispute between Jus- 
tice and Inslaw Inc. 

The appeals court vacated Judge 
Basons award of more than $7.8 million 
to Inslaw in damages, attorney fees and 


expenses — which was upheld in Novem- 
ber 1989 by U.S, District Judge William 
B. Bryant. 

Inslaw could still pursue in other 
courts claims it has made that the depart- 
ment conspired to steal the sophisticated 
computer tracking package, for which it 
signed a $ 10 million contract with Justice 
in 1982, the appeals court said. 

But the controversial case could not be 
decided under federal bankruptcy laws, 
according to an opinion written by Judge 
Stephen E Williams. 

“Such conduct, if it occurred, is in- 
excusable,” Judge Williams wrote. “Of- 
fensive as lawless conduct by one branch 
of government may be, however . . . does 


not justify another’s lawlessness.” 

The appeals ruling suggested a federal 
court lawsuit by Inslaw under the Trade 
Secrets Act against Justice might be a 
proper forum to resolve the controversy, 
already 8 years old. 

Assistant Attorney General Stuart M 
Gerson said yesterday the department 
was “gratified” by the ruling and that it 
“vindicates the position the government 
has taken from the outset” 

“Notwithstanding the intensity of the 
underlying dispute between Inslaw and 
the department, this is fundamentally a 
matter of commercial and contractual 
disagreement that should have been han- 
dled as such,” said Mr Gerson, who heads 


the department’s civil division. 

The dispute involves a three-year, $10 
million contract awarded by Justice to 
Inslaw in March 1982 to provi de software 
to U.S, attorneys’ offices nationwide. The 
software was designed to track criminal 
cases and defendants through the legal 
system. 

Inslaw President William A. Hamilton 
said the company went bankrupt after 
Justice began withholding payments, a 
month after the department demanded 
— and obtained — a copy of the firm’s 
proprietary software, 

Mr. Hamilton accused Justice offi- 

see IN SLAW, page C9 
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cialsi including former Attorney 
General Edwin Meese III, of con- 
spiring to steal the software to de- 
Hver it to a rival firm headed by a 
longtime Meese associate. 

Inslaw took the matter before 
Bankruptcy Judge Bason, who ru e 
that Justice officials “took, con- 
verted and stole” the Inslaw soft- 
ware through “trickery, fraud and 
deceit.” The decision later was 

upheld by Judge Bryant. 

The Justice Department ap- 
pealed. The judgment was never 

r Hamilton said yesterday he 



was “surprised” by the ruling. 

“It's a lot to wait for five years . . . 
to be told you came in the wrong 
door,” Mr. Hamilton said. He said he 
would consider all options, including 
filing a new lawsuit, asking the ap- 
peals court to rehear the case and 
seeking Supreme Court review, bu 
he declined further comment. 

Mr. Meese has denied any wrong- 
doing. A Justice Department inves- 
tigation cleared federal officials of 
any misconduct in the Inslaw matter 

Judge Bason, whose reap- 
pointment to the bankruptcy court 
was denied less than a month alter 
the Inslaw ruling, said yesterday he 
had not seen the appeals court de- 
cision and also declined comment. 

Hp mid a House Judiciary sub- 


committee in December, however, he 
was “convinced beyond any doubt 
that Justice officials had orches- 
trated “a criminal conspiracy” to 
steal the Inslaw program, 

A former law professor at Amer- 
ican University, Judge Bason also 
told tiie subcommittee his removal 
from the bench “was the result of 
improper influence from within the 

Just ice Department.” , 

“If Justice Department officials 
were willing to steal from and try to 
liquidate Inslaw and then He about it 
under oath, there is every reason to 
believe they would not hesitate to do 
whatever was necessary and possi- 
ble to remove from office the judge 
who first exposed their wrong- 

ArAr-.a ” hf* mid the subcommittee. 
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By Mark Potts 

Washington Post Staff Writer 

A federal appeals court yesterday 
threw out a bankruptcy judge's 1987 
decision that Justice Department offi- 
cials used “trickery, fraud and deceit" 
to drive a small Washington company 
out of business by stealing a computer 
program the firm developed. 


house through the wrong door, Ham- 
ilton said. “Whatever we have to do, 
we’ll do it. But if the Justice Depart- 
ment thinks this is the way to get 
them off the hook, they re mistaken. 
. . . If we do bring a new lawsuit, the 
charges of government malfeasance 
will be far more sweeping than what 
we brought in 1986, because we’ve 
uncovered far more evidence.” 



ten bizarre Inslaw saga. Hamilton, who 
has been dismissed by some critics as 
being little more than a paranoid con- 
spiracy buff, has claimed his case is 
tied into the 1981 release of the 
American hostages from Iran, the 
Iran-contra incident and other less cel- 


ebrated scandals. Although many of 
his charges remain unproved, until 
yesterday Inslaw had a remarkable 
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the automatic stay is de- 
signed to protect the “property of the 

linn inT' avvaraed more ^an $8 mil- es Jf te '" the appeals court ruled that 

non in damages and attorneys’ fees. sottware already obtained by the de- 

n the strongly worded decision, the partment under : he contract was its 

appeals court said the bankruptcy property ' n °t flaw’s, and therefore 

court had overstepped its bounds by !!L-? e f Was ' l0t covered by the auto- 

deciding that the Justice Department’s matlc stay rihes - 
actions violated the “automatic stay” . T be . fJ ust *ce] Department has been 
provision of bankruptcy law, which hau,( ; d ® front of the bankruptcy court 
w.io supposed to protect Inslaw from &UT1 t ply becau se Inslaw filed for bank- 
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cy m 1983. (Inslaw emerged from the bankrup tcy court tJ ai- 

bankruptcy in 1988.) its . . . disputes with the de- 

the court had no 
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Inslaw: Back to 



One 




A FTER EIGHT years of battling the Justice 
Department both in and out of court, 
Inslaw, a local computer software compa- 
suffered a major setback this week. A 
unanimous panel of the U.S. Court of Appeals 
reversed two lower court judges who had ruled in 
favor of company and had awarded $8 million 
m damages, attorneys' fees and costs. The ap- 
peals court did not rule on the merits of the 
company's fraud and contract claims against the 
government, but the ruling nevertheless puts the 
compary back to square one in its effort to best 
the government and win damages. 

Inslaw developed a software system that is 
used ir- U.S. attorneys' offices across the coun- 
try. In the early '80s, it had a muitimillion-dollar 
act with the Department of Justice to pro- 
vide and install this system, which accounted for 
nr/st o: its revenues. The company's officers 

that certain officials in the department 
conapoed to force the company into bankruptcy 
m order to steal Inslaw software for their own 
prcfo. In 1988 a bankruptcy judge, in a strongly 
id opinion, decided all these claims in favor 

r ***£ followin 2 year, a U.S. District 
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tion of the bankruptcy court, which does not 
the authority to settle them. “(Tjhe Depart 
ment,” the judges found, “has been hauled in from 
of the bankruptcy court simply because instev 
filed for bankruptcy, and Inslaw has succeeded a 
convincing the bankruptcy court to adjudicate 
contract, tort, . . . trade secret and admmastra 
tive law . . . disputes with the DepartzneoK 
although the court had no basis under HHj^H 
ruptcy Code to do so." 

Where does this leave Inslaw? Without 

dy and without the $8 million, at least for the 
time being. The appellate court sugge 
new suits can be filed in the correct forums, and 
the judges went out of their way to sav that if 
Inslaw's allegations are true, the 

conduct * "inexcusable.” Meanwhite. 

Judiciary Committee is proceeding with its inve&> 
tigaUon pf the case, now with the full cooperation 

of the Justice Department. 

T his is an important dispute involving 
of dollars and the reputation of a number of 

C Z P 7 ,de / sery ice by conducting a 
and unbiased review of the facts, which maM 

returninx to coZ «*><*! 
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Settlement to Pay IUD Claims Leads to 9 87 Loss at Robins 


A.H. Robins Co. Inc., the Rich- 
mond pharmaceutical company that 
has been embroiled in a legal contro- 
versy over the Daikon Shield intra- 
uterine device for most of the past 
15 years, yesterday reported a loss 
for 1987 of $1.6 billion, compared 
with a profit of $81.8 million ($3.38 
per share) last year. 

The loss stems from the estimat- 
ed cost of the company’s settlement 
of the outstanding Daikon Shield liar 
bility claims. 

Under the terms of the company's 
Chapter 11 reorganization plan, 
which includes a takeover of the firm 
by American Home Products Corp., 
Robins will set aside $1.75 billion to 
pay Daikon Shield claims. In addi- 
tion, the firm reported $44.2 million 
for Chapter 11 costs, litigation ex- 
penses and settlements. 

The company said it had operating 
income for the year of $168.5 mil- 
lion, down 1 percent from $170.2 
million last year. 

Revenue for the year rose 8 per- 
cent, to $855.8 million from $789.9 
million in 1986. 

Most of the Daikon Shield liability 


claims were charged to fourth-quar- 
ter earnings, which left Robins with 
a loss of $1.7 billion for the last 
three months of 1987 compared 
with a $26 million ($1.08) profit for 
the same period last year. Sales for 
the quarter were $235 million, up 
11 percent from $210.8 million a 
year ago. 

■ Hadron Inc^ a professional servic- 
es and telecommunications company 
based in Fairfax, yesterday reported 
that it earned $302,021 (2 cents) in 
its third quarter ended Dec. 31, 
down slightly from $333,979 (2 
cents) for the same period last year. 

Hadron officials said the decline 
was due to delays in the startup and 
funding of contracts it had already 
received. 

Revenue in the quarter fell 10 
percent, to $6.3 million from $7 mil- 
lion a year earlier. 

In the first nine months of its fis- 
cal year, Hadron had a $1 million 
profit (7 cents) on revenue of $19.7 
million, up 8 percent from profits of 
$892,020 (7 cents) on revenue of 
$18.3 million for the same period 
last year. 


■ Diversified Retail Group Inc. of 
Rockville, which owns a chain of ath- 
letic footwear and confectionery 
stores in the region, yesterday re- 
ported a loss of $8,525 in its third 
quarter ended Dec. 31, compared 
with a loss of $3,661 for the same 
period last year. 

The company said that the loss 
was typical for the season in the 
footwear industry, in which sales are 
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generally strongest in the spring and 
summer months. 

Revenue for the quarter rose 33 
percent over last year, to $2.2 mil- 
lion from $1.6 million. 

In the first nine months of its fis- 
cal year, Diversified Retail had a 
profit of $149,211 (7 cents), up 36 
percent from $109,849 (5 cents) a 
year ago. Revenue in the nine-month 
period rose 46 percent, to $7.6 mil- 
lion from $5.2 million. 
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U.S. Probe Ruined 

Rival of Wedtech 

Arm y’s Criticisms of Firm Parallel 
Complaints Wallach Sent to Meese 

5 y ROBERT L JACKSON and RONALD J OS'i'ROW 
l imes Staff Writers ' 

p^ ASHING ^ N ~ J A maj0r com P elt ^r of the scandal-tom Wedtech 
wUi 'Y i aS sub f cled 10 a hl g^ly unusual federal investigation after 
H^ l ? h c ° n Ui ltanl E- Robert Wallach wrote a series of memos to his 
close fnend Edwin Meese III that strongly denounced the competing 
defense contractor. 6 

Documents obtained by The 


Times show that allegations 
contained in Wallach 's memos to 
Meese bear a striking parallel to 
language contained in a later report 
by Army investigators that was 
highly critical of the Wedtech 
competitor, Garcia Ordnance Corp 
of Houston. 

The government investigation 
was undertaken by the Army's 
Criminal Investigation Division de- 
spite highly favorable reports 
about the company by military 
procurement officers who were 
familiar with the firm's work. 

Firm’s Officers Acquitted 

The five-year mqutry resulted in 
the indictment of a dozen officers of 
Garcia Ordnance, but 11 of them 
were acquitted last year in a case 
that the presiding judge said never 
should have been brought to crimi- 
nal court. The troubles eventually 
caused the once -profitable compa- 
ny to close its doors. 

It could not be determined 
whether Meese, who was counselor 
to the President at the time, passed 
along any of Wallach** memos to 
Army investigators or used any 
influence to instigate the Garcia 
investigation Nor could ! ; he 
learned whether efforts by Wal- 
lach directly ted to the extraordt 

nary investigation 

In interviews and court testimo- 
ny. however, figures in the current 
VVodicch corruption trial m Nov. 
York and at least one Army pro- 
curement officer involved in the 
Garcia ease have referred to pre^- 
v l:rc from Washington to investi- 
gate competitors of Wedtech. 

Mario Moreno, a former W edict 
executive, testified recently m the 

Manhattan trial that "wc askod io 

have" competing defense eontrac- 
tors "investigated for any skeletons 

Although he was not asked aboui 


Reagan Wants 
Special Counsel 
Probe of Wright 

By JIM GERSTENZANG, 
Times Staff Writer 


WASHINGTON- Presi- 
dent Reagan, in his first 
on-t -record comments 
on the internal House in- 
vestigation of Speaker Jim 
Wright (D-Tex.). said 
Wednesday that an inde- 
pendent counsel should be 
called in to conduct the 
sensitive investigation into 
money Wright earned from 
the sale of his book and 
allegations about other ac- 
tivities. 

"I think everyone would 
feel that it was more proper 
if it was done by an investi- 
gator outside— an appoint- 
ed investigator,' Reagan 
said 

In an interview in the 
Oval Office with The Times 
and six foreign newspapers. 
Reagan also gave strong 
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Garcia Ordnance specifically. Mor- 
eno said that sources close to the 
White House, including then- 
deputy James E. Jenkins, 
informed him of imminent investi- 
gations or indictments of compel! - 

tC> The office of independent coun- 
sel James C McKay who is mv«- 
neating Meese is known to b 
afare *of U* Care, a maucr but 






